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Accounting  Officer's  Responsibilities  and  Approval 


The  accounting  officer  is  required  by  the  Municipal  Finance  Management  Act  (Act  56  of  2003),  to  maintain  adequate 
accounting  records  and  is  responsible  for  the  content  and  integrity  of  the  annual  financial  statements  and  related  financial 
information  included  in  this  report.  It  is  the  responsibility  of  the  accounting  officer  to  ensure  that  the  annual  financial  statements 
fairly  present  the  state  of  affairs  of  the  municipality  as  at  the  end  of  the  financial  year  and  the  results  of  its  operations  and  cash 
flows  for  the  period  then  ended.  The  external  auditors  are  engaged  to  express  an  independent  opinion  on  the  annual  financial 
statements  and  was  given  unrestricted  access  to  all  financial  records  and  related  data. 

The  annual  financial  statements  have  been  prepared  in  accordance  with  Standards  of  Generally  Recognised  Accounting 
Practice  (GRAP)  including  any  interpretations,  guidelines  and  directives  issued  by  the  Accounting  Standards  Board. 

The  annual  financial  statements  are  based  upon  appropriate  accounting  policies  consistently  applied  and  supported  by 
reasonable  and  prudent  judgements  and  estimates. 

The  accounting  officer  acknowledges  that  he  is  ultimately  responsible  for  the  system  of  internal  financial  control  established  by 
the  municipality  and  place  considerable  importance  on  maintaining  a  strong  control  environment.  To  enable  the  accounting 
officer  to  meet  these  responsibilities,  the  accounting  officer  sets  standards  for  internal  control  aimed  at  reducing  the  risk  of 
error  or  deficit  in  a  cost  effective  manner.  The  standards  include  the  proper  delegation  of  responsibilities  within  a  clearly 
defined  framework,  effective  accounting  procedures  and  adequate  segregation  of  duties  to  ensure  an  acceptable  level  of  risk. 
These  controls  are  monitored  throughout  the  municipality  and  all  employees  are  required  to  maintain  the  highest  ethical 
standards  in  ensuring  the  municipality's  business  is  conducted  in  a  manner  that  in  all  reasonable  circumstances  is  above 
reproach.  The  focus  of  risk  management  in  the  municipality  is  on  identifying,  assessing,  managing  and  monitoring  all  known 
forms  of  risk  across  the  municipality.  While  operating  risk  cannot  be  fully  eliminated,  the  municipality  endeavours  to  minimise  it 
by  ensuring  that  appropriate  infrastructure,  controls,  systems  and  ethical  behaviour  are  applied  and  managed  within 
predetermined  procedures  and  constraints. 

The  accounting  officer  is  of  the  opinion  based  on  the  information  and  explanations  given  by  management,  that  the  system  of 
internal  control  provides  reasonable  assurance  that  the  financial  records  may  be  relied  on  for  the  preparation  of  the  annual 
financial  statements.  However,  any  system  of  internal  financial  control  can  provide  only  reasonable,  and  not  absolute, 
assurance  against  material  misstatement  or  deficit. 

The  accounting  officer  has  reviewed  the  municipality’s  cash  flow  forecast  for  the  year  to  30  June  2019  and,  in  the  light  of  this 
review  and  the  current  financial  position,  he  is  satisfied  that  the  municipality  has  or  has  access  to  adequate  resources  to 
continue  in  operational  existence  forthe  foreseeable  future. 

The  municipality  is  partly  dependent  on  the  community  and  state  for  continued  funding  of  operations.  The  annual  financial 
statements  are  prepared  on  the  basis  that  the  municipality  is  a  going  concern  and  that  the  Mthonjaneni  Municipality  has  neither 
the  intention  nor  the  need  to  liquidate  or  curtail  materially  the  scale  of  the  municipality. 

I  certify  that  the  salaries,  allowances  and  benefits  of  Councillors  as  disclosed  in  the  note  titled  remuneration  of  these  Annual 
Financial  Statements  are  within  the  upper  limits  of  the  framework  envisaged  in  section  219  of  the  Constitution,  read  with  the 
Remumeration  of  the  Public  Office  Bearers  Act  and  the  Minister  of  Provincial  and  Local  Governements'  determination  in 
accordance  with  this  Act. 

The  annual  financial  statements  set  out  on  pages  4  to  68,  which  have  been  prepared  on  the  going  concern  basis,  were 
approved  by  tjfl&  accounting  officer  on  31  August  201 8  and  were  signed  on  its  behalf  by: 


Mr  P.P  Sibfya 
Municipa!  Manager 


UMKHANDLU  KA  MASIPALA  WASE-MTHONJANENI 
MUNICIPALITY  /  MUNISIPALITEIT 


3  I  -08-  2018 

MUNICIPAl  MANAGER'S  GFFiCE 
2?  REINH0LD  STREET,  P.O.  B0X  1 1,  MELM0TH  3835 
TEL:  035  450  2082  FAX:  035  450  3224 


3 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 


Assets 


Current  Assets 
Inventories 

Receivables  from  non-exchange  transactions 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivalents 


Non-Current  Assets 
Biological  assets 
Investment  property 
Property,  plant  and  equipment 
Intangible  assets 
Heritage  assets 

Total  Assets 

Liabilities 
Current  Liabilities 

Payables  from  exchange  transactions 
Consumer  deposits 

Unspent  conditional  grants  and  receipts 
Provisions 


Non-Current  Liabilities 
Employee  benefit  obligation 
Provisions 


Total  Liabilities 
Net  Assets 
Accumulated  surplus 


9 

543  824 

418  947 

10&11 

37  657  243 

28  869  772 

12 

3  803  731 

3  439  364 

13 

5  573  090 

4  283  288 

14 

3  680  200 

20  281  935 

51  258  088 

57  293  306 

3 

1  505  763 

2  792  956 

4 

1 1 1  773 

117 197 

5 

351  366  863 

324  804  669 

6 

35  391 

80  892 

7 

589 

589 

353  020  379 

327  796  303 

404  278  467 

385  089  609 

17 

12  741  799 

10  537  850 

18 

1  080  650 

1  051  611 

15 

17  134 

17  134 

16 

3 131  575 

2  945  922 

16  971  158 

14  552  517 

8 

2  761  001 

2  740  001 

16 

5  107  283 

4  639  206 

7  868  284 

7  379  207 

24  839  442 

21  931  724 

379  439  025 

363  157  885 

379  439  025 

363  157  885 

*  See  Note  40 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  201 8 


Statement  of  Financial  Performance 


Figures  in  Rand 

Note(s) 

2018 

2017 

Restated* 

Revenue 

Revenue  from  exchange  transactions 

Service  charges 

20 

21  984  542 

19  889  514 

Rental  of  facilities  and  equipment 

21 

226  610 

228  853 

Licences  and  permits 

1  671  732 

1  924  433 

Other  income 

22 

1  065  676 

3  980  294 

Interest  received  -  investment 

23 

1  367  140 

2  176  370 

Fair  value  adjustments 

32 

- 

197  961 

Total  revenue  from  exchange  transactions 

Revenue  from  non-exchange  transactions 

26  315  700 

28  397  425 

Taxation  revenue 

Property  rates 

24 

1 1  431  084 

9  788  938 

Property  rates  -  penalties  imposed 

24 

1  158  439 

1  045  586 

Transfer  revenue 

Government  grants  &  subsidies 

25 

1 1 1  648  000 

108  783  058 

Fines,  Penalties  and  Forfeits 

9  006  350 

31  617  600 

Total  revenue  from  non-exchange  transactions 

133  243  873 

151  235  182 

Total  revenue 

19 

159  559  573 

179  632  607 

Expenditure 

Employee  related  costs 

26 

(42  913  126) 

(33  194  696) 

Remuneration  of  councillors 

27 

(7  637  279) 

(6  440  618) 

Depreciation  and  amortisation 

28 

(15  244  580) 

(14  399  732) 

Bulk  purchases 

29 

(21  540  968) 

(20  223  309) 

Contracted  services 

30 

(5  787  818) 

(3  230  616) 

Fair  value  adjustments 

32 

(1  260  378) 

_ 

Actuarial  losses 

(21  000) 

(195  954) 

General  Expenses 

31 

(49  038  152) 

(77  443  371) 

Total  expenditure 

(143  443  301) 

(155128  296) 

Surplus  for  the  year  from  continuing  operations 

16  116  272 

24  504  311 

Gain  from  transfer  of  functions  between  entities  not  under  common  control 

- 

54  720  546 

Surplus  for  the  year 

16  116  272 

79  224  857 

*  See  Note  40 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Statement  of  Changes  in  Net  Assets 


Figures  in  Rand 

Accumulated 

surplus 

Total  net 
assets 

Balance  at  01  July  2016 

Changes  in  net  assets 

283  933  028 

283  933  028 

Surplus  for  the  year 

79  224  857 

79  224  857 

Total  changes 

79  224  857 

79  224  857 

Restated*  Balance  at  01  July  2017 

Changes  in  net  assets 

363  322  753 

363  322  753 

Surplus  for  the  year 

16  116  272 

16  116  272 

Total  changes 

16  116  272 

16  116  272 

Balance  at  30  June  2018 

Notefe^ 

379  439  025 

379  439  025 

*SeeNote  40 
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Mthonjaneni  Locaf  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Cash  Flow  Statement 

Figures  in  Rand  Note(s)  2018  2017 

_  Restated* 


Cash  flows  from  operating  activities 


Receipts 


Taxation 

12  589  523 

8  471  550 

Sale  of  goods  and  services 

23  294  391 

63  872  542 

Grants 

1 1 1  648  000 

108  783  058 

Interest  income 

1  367  140 

2  176  370 

Other  receipts 

148  899  054 

556  835 

183  860  355 

Payments 

Employee  costs 

(50  529  405) 

(38  894  857) 

Suppliers 

(73  236  429) 

(123  765  834) 

(101  547  010) 

(140  441  867) 

Net  cash  flows  from  operating  activities 

34 

25  133  220 

43  418  488 

Cash  flows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 

5 

(41  734  955) 

(60  616  671) 

Proceeds  from  sale  of  property,  plant  and  equipment 

5 

_ 

746  836 

Purchase  of  other  intangible  assets 

6 

_ 

(36  563) 

Proceeds  from  sale  of  other  intangible  assets 

6 

- 

14  956 

Net  cash  flows  from  investing  activities 

(41  734  955) 

(59  891  442) 

Net  increas e/  (decrease)  in  cash  and  cash  equivalents 

(16  601  735) 

(16  472  954) 

Cash  and  cash  equivalents  at  the  beginning  of  the  year 

20  281  935 

36  754  889 

Cash  and  cash  equivalents  at  the  end  of  the  year 

14 

3  680  200 

20  281  935 

*  See  Note  40 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 


Budget  on  Cash  Basis 

Approved 

budget 

Adjustments  Final  Budget  Actual  amounts 

Difference  Reference 

on  comparable 

between  final 

Figures  in  Rand 

basis 

budget  and 
actual 

Statement  of  Financial  Performance 


Revenue 


Revenue  from  exchange 
transactions 


Service  charges 
Rental  of  facilities  and  equipment 
Licences  and  permits 
Other  income  -  (rollup) 

Interest  received  -  investment 

Total  revenue  from  exchange 
transactions 


23  539  080 

23  539  080 

21  984  542 

(1  554  538) 

A 

t  251  848 

251  848 

226  610 

(25  238) 

B 

2  692  591 

2  692  591 

1  671  732 

(1  020  859) 

c 

3  545  190 

3  545190 

1  065  676 

(2  479  514) 

3  334  845 

3  334  845 

1  367  140 

(1  967  705) 

D 

33  363  554 

33  363  554 

26  315  700 

(7  047  854) 

Revenue  from  non-exchange 
transactions 


Taxation  revenue 
Property  rates 
Property  rates  -  penalties 
imposed 

Transfer  revenue 
Government  grants  &  subsidies 
Fines,  Penalties  and  Forfeits 

Total  revenue  from  non- 
exchange  transactions 

Total  revenue 

Expenditure 

Personnel 

Remuneration  of  councillors 
Depreciation  and  amortisation 
Debt  Impairment 
Bulk  purchases 
Contracted  Services 
T ransfers  and  Subsidies 
General  Expenses 

Total  expenditure 
Operating  surpius 
Fair  value  adjustments 
Actuarial  gains/losses 


Surplus  before  taxation 

Actual  Amount  on  Comparable 
Basis  as  Presented  in  the 
Budget  and  Actual 
Comparative  Statement 


13  165  070 

- 

13  165  070 

11  431  084 

(1  733  986) 

E 

1  158  439 

1  158  439 

102  862  000 

2  786  000 

105  648  000 

1 1 1  648  000 

6  000  000 

p 

21  400  000 

- 

21  400  000 

9  006  350 

(12  393  650) 

G 

137  427  070 

2  786  000 

140  213  070 

133  243  873 

(6  969  197) 

170  790  624 

2  786  000 

173  576  624 

159  559  573 

(14  017  051) 

(46  818  418) 
(8  131  024) 
(5  808  916) 
(2  000  000) 
(23  800  000) 
(4  683  793) 
(580  000) 
(30  112  561) 

(121  934  712) 
48  855  912 


48  855  912 
48  855  912 


2  302  334 
456  719 


(507  260) 
(17  865  977) 
580  000 
11  163  302 

~(3  870  882) 

(1  C84  882} 


(1  084  882) 
(1  084  882) 


(44  516  084) 
(7  674  305) 
(5  808  916) 
(2  000  000) 
(24  307  260) 
(22  549  770) 

(18  949  259) 


47  771  030 


47  771  030 
47  771  030 


(42  913  126) 
(7  637  279) 
(15  244  580) 

(21  540  968) 
(5  787  818) 

(49  038  152) 


17  397  650 
(1  260  378) 
(21  000) 
(1  281  378) 
16  116  272 
16  116  272 


(125  805  594)  (142  161  923) 


1  602  958 

37  026 
(9  435  664) 

2  000  000 
2  766  292 

16  761  952 

(30  088  893) 
(16  356  329) 

(30  373  380) 
(1  260  378) 
(21  000) 

(1  281  378) 
(31  654  758) 
(31  654  758) 


Reconciliation 


Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  201 8 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 


Budget  on  Cash  Basis 

Approved 

Adjustments  Final  Budget  Actual  amounts 

Difference  Reference 

budget 

on  comparable 

betweenfinal 

basis 

budget  and 

Figures  in  Rand 

actual 

For  explanations  of  variances  between  the  budget  and  actual  figures  please  refer  to  note  51 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2018 

Accounting  Policies 


1.  Presentation  of  Annual  Financial  Statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generally  Recognised  Accounting 
Practice  (GRAP),  issued  by  the  Accounting  Standards  Board  in  accordance  with  Section  122(3)  of  the  Municipal  Finance 
Management  Act  (Act  56  of  2003). 

These  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with  historical 
cost  convention  as  the  basis  of  measurement,  unless  specified  otherwise.  They  are  presented  in  South  African  Rand. 

A  summary  of  the  significant  accounting  policies,  which  have  been  consistently  applied  in  the  preparation  of  these  annual 
financial  statements,  are  disclosed  below. 

These  accounting  policies  are  consistent  with  the  previous  period. 

1.1  Presentation  currency 

These  annual  financial  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  the  municipality. 

1.2  Going  concern  assumption 

These  annual  financial  statements  have  been  prepared  based  on  the  expectation  that  the  municipality  will  continue  to 
operate  as  a  going  concern  for  at  least  the  next  12  months. 

1.3  Biological  assets 

The  entity  recognises  biological  assets  or  agricultural  produce  when,  and  only  when: 

•  the  entity  controls  the  asset  as  a  result  of  past  events; 

•  it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  asset  will  flow  to  the 
municipality;  and 

•  the  fair  value  or  cost  of  the  asset  can  be  measured  reliably. 

Biological  assets  are  measured  at  their  fair  value  less  costs  to  sell. 

The  fair  value  of  the  pine  plantations  is  based  on  the  combined  fair  value  of  the  land  and  the  pine  trees.  The  fair  value  of  the 
raw  land  and  land  improvements  is  then  deducted  from  the  combined  fair  value  to  determine  the  fair  value  of  the  pine  trees. 

A  gain  or  loss  arising  on  initial  recognition  of  biological  assets  or  agricultural  produce  at  fair  value  less  costs  to  sell  and  from  a 
change  in  fair  value  less  costs  to  sell  of  biological  assets  is  included  in  surplus  or  deficit  for  the  period  in  which  it  arises. 

1.4  Investment  property 

Investment  property  is  property  (land  or  a  building  -  or  part  of  a  building  -  or  both)  held  to  earn  rentals  or  for  capital  appreciation 
or  both,  rather  than  for: 

•  use  in  the  production  or  supply  of  goods  or  services  or  for 

•  administrative  purposes,  or 

•  sale  in  the  ordinary  course  of  operations. 

Owner-occupied  property  is  property  held  for  use  in  the  production  or  supply  of  goods  or  services  or  for  administrative 
purposes. 

Investment  property  is  recognised  as  an  asset  when,  it  is  probable  that  the  future  economic  benefits  or  service  potential  that 
are  associated  with  the  investment  property  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  investment  property 
can  be  measured  reliably. 

Investment  property  is  initially  recognised  at  cost.  Transaction  costs  are  included  in  the  initial  measurement. 

Where  investment  property  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  as  at  the  date  of 
acquisition. 


Costs  include  costs  incurred  initially  and  costs  incurred  subsequently  to  add  to,  or  to  replace  a  part  of,  or  service  a  property.  If  a 
replacement  part  is  recognised  in  the  carrying  amount  of  the  investment  property,  the  carrying  amount  of  the  replaced  part  is 
derecognised. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2018 

Accounting  Policies 

1 .4  Investment  property  (continued) 

Cost  model 


Investment  properly  is  carried  al  cosl  less  accumulated  depreciation  and  any  accumulated  impairment  losses. 

SET*"  'S  ProV'ded W,*e  d°Wn  1118  C°8''  1888  es,ima,ed  residual  value  <ha  »e  of  the  property,  which  is  as 


Item 

Property  -  land 
Property  -  buildings 


Useful  life 
indefinite 
40  years 


future  econo^c  benefits^Tse^ce^potenfial^re^expected  from'its  d^sposa^0*36^  *  permanently  withdrawn  from  use  and  no 

The  nature  0R  ‘ype  of  properties  classified  as  held  for  strategic  purposes  are  as  follows: 

1 .5  Property,  plant  and  equipment 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  when- 

munidSfy  an“  e“n0m'C  bene,tS  "  S8IViCe  P°,8n,lal  a8soda,ed  »ith  'ha  «a"'  «°»  '°  «» 

•  the  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

SSSa^.15^ other  costs  attributable  to  bring  the  asse.  to  the 
rebates  are  deducted  in  arriving  at  the  cost  P  9  anner  'ntended  by  mana9ement-  Trade  discounts  and 

Where  an  asset  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  as  at  date  of  acquisition. 

axwxwacsr ,ne  ,,em  ,s  in  ,he — 

Z  2TJK  ?  pro;e,,y'  pr  rd  equlp,nen,  and  »hiph — ,h° 

inspection  costs  from  the  previous  inspection  are  derecognised.  '  °* p,ope,1y'  plan,  and  etlulP™nt  Any  remaining 

Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairment  losses. 

Property,  plant  and  equipment  are  depreciated  on  the  over  their  expected  useful  lives  to  their  estimated  residual  value. 

The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  follows: 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2018 

Accounting  Policies 


1 .5  Property,  plant  and  equipment  (continued) 


Item 

Depreciation  method 

Average  useful  life 

Land 

Indefinite 

Buildings 

Straight  line 

•  Dwellings 

30  Years 

•  Carports 

15  Years 

*  Fence 

25  Years 

Machinery  and  equipment 

Straight  line 

10  Years 

Furniture  and  office  equipment 

Straight  line 

7  Years 

Transport  Assets 

Straight  line 

7  Years 

Infrastructure 

Straight  line 

•  Electrical 

15  Years 

•  Solid  Waste 

15  Years 

•  Roads 

10  Years 

Community 

Straight  line 

25  Years 

Other  property,  plant  and  equipment 

Straight  line 

30  Years 

Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset. 

The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit  when 
the  item  is  derecognised.  The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is 
determined  as  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item. 

1.6  Intangible  assets 

An  asset  is  identifiable  if  it  either: 

•  is  separable,  i.e.  is  capable  of  being  separated  or  divided  from  an  entity  and  sold,  transferred,  licensed,  rented  or 
exchanged,  either  individualiy  or  together  with  a  related  contract,  identifiable  assets  or  liability,  regardless  of 
whether  the  entity  intends  to  do  so;  or 

•  arises  from  binding  arrangements  (including  rights  from  contracts),  regardless  of  whether  those  rights  are 
transferable  or  separable  from  the  municipality  or  from  other  rights  and  obligations. 

A  binding  arrangement  describes  an  arrangement  that  confers  similar  rights  and  obligations  on  the  parties  to  it  as  if  it  were  in 
the  form  of  a  contract. 

An  intangible  asset  is  recognised  when: 

•  it  is  probable  that  the  expected  future  economic  benefits  or  service  potential  that  are  attributable  to  the  asset  will 
flow  to  the  municipality;  and 

•  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

The  municipality  assesses  the  probability  of  expected  future  economic  benefits  or  service  potential  using  reasonable  and 
supportable  assumptions  that  represent  management’s  best  estimate  of  the  set  of  economic  conditions  that  will  exist  over  the 
useful  life  of  the  asset. 

Where  an  intangible  asset  is  acquired  through  a  non-exchange  transaction,  its  initial  cost  at  the  date  of  acquisition  is  measured 
at  its  fair  value  as  at  that  date. 

Expenditure  on  research  (or  on  the  research  phase  of  an  internal  project)  is  recognised  as  an  expense  when  it  is  incurred. 

An  intangible  asset  arising  from  development  (or  from  the  development  phase  of  an  internal  project)  is  recognised  when: 

•  it  is  technically  feasible  to  compiete  the  asset  so  that  it  will  be  available  for  use  or  sale. 

•  there  is  an  intention  to  complete  and  use  or  sell  it. 

•  there  is  an  ability  to  use  or  sell  it. 

•  it  will  generate  probable  future  economic  benefits  or  service  potential. 

•  there  are  available  technical,  financial  and  other  resources  to  complete  the  development  and  to  use  or  sell  the 
asset. 

•  the  expenditure  attributable  to  the  asset  during  its  development  can  be  measured  reliably. 

Intangible  assets  are  carried  at  cost  less  any  accumulated  amortisation  and  any  impairment  losses. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Accounting  Policies 


1-6  Intangible  assets  (continued) 

fm-»inttarlkible  aSS!‘  'S  re9a,rded  as  havin9  an  'ndefinite  useful  life  when,  based  on  all  relevant  factors  there  is  no  foreseeable 
"m't  to  the  penod  oyer  wh,ch  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potentiar  Amorhsation  is  ^ 
provided  for  these  intangible  assets,  but  they  are  tested  for  impairment  annually  and  whenever  there  is  an  indication  that  the 
asset  may  be  impaired.  For  all  other  intangible  assets  amortisation  is  provided  on  a  straight  line  basis  over  their  useful  life. 

The  amortisation  period  and  the  amortisation  method  for  intangible  assets  are  reviewed  at  each  reporting  date. 

Reassessmg  the  useful  life  of  an  intangible  asset  with  a  finite  useful  life  after  it  was  classified  as  indefinite  is  an  indicator  that 
ftSJK*  6  Impaired‘  As  a  result  the  asset  1S  tested  for  impairment  and  the  remaining  carrying  amount  is  amortised  oJer 


Stangible  a6ssetsted  mastheads'  publishin9  titles.  customer  lists  and  items  similar  in  substance  are  not  recognised  as 

Internally  generated  goodwill  is  not  recognised  as  an  intangible  asset. 

Amortisation  is  provided  to  write  down  the  intangible  assets,  on  a  straight  line  basis,  to  their  residual  values  as  follows: 
ltem _ Depreciation  method  Average  useful  life 


10  Years 
5  Years 


Licenses 

Computer  software 
1.7  Heritage  assets 

Heritage  assets  are  assets  that  have  a  cultural,  environmental,  historical,  natural,  scientific,  technoloqical  or  artistic  sianifiranr^ 
and  are  held  mdefinitely  for  the  benefit  of  present  and  future  generations.  xecnnoiogicai  or  artistic  sigmficance 

Recognition 

The  municipality  recognises  a  heritage  asset  as  an  asset  if  it  is  probable  that  future  economic  benefits  or  service  Dotential 
sociated  with  the  asset  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

Initial  measurement 

Heritage  assets  are  measured  at  cost. 

^uStfoa  ^396  3SSet  'S  aCqU'red  thr0U9h  a  non"exchan9e  transaction,  its  cost  is  measured  at  its  fair  value  as  at  the  date  of 
Subsequent  measurement 

After  recogmtion  as  an  asset,  a  class  of  heritage  assets  is  carried  at  its  cost  less  any  accumulated  impairment  losses. 

Aherreco9nition  as  an  asset,  a  c,ass  of  heritage  assets,  whose  fair  value  can  be  measured  reliably,  is  carried  at  a  revalued 
amount,  being  its  fair  value  at  the  date  of  the  revaluation  less  any  subsequent  impairment  losses. 

If  a  herilage  asset's  canying  amount  is  increased  as  a  result  of  a  revaluation,  the  increase  is  credited  directlv  to  a  revaluation 
surpKts.  However,  the  mcrease  is  recognised  in  surplus  or  deficit  to  the  extent  that  it  reverseJ  a ^revaSn  Jecrease  o?  the 
same  hentage  asset  previously  recognised  in  surplus  or  deficit. 

If  a  heritage  asset’s  canying  amount  is  decreased  as  a  result  of  a  revaluation,  the  decrease  is  recognised  in  surplus  or  deficit 
s„ X  h  '°  8  re''alua,ion  surplus  ,0  ,he  e’'ten'  of  credlt  balanee  exlstlng  in  the  revalnation 

Impairment 


Iv!tm  th'C'Pallty  aSffSSeS  3t  each  reportin9  date  whether  there  is  an  indication  that  it  may  be  impaired  If  any  such  indication 
exists,  the  mumcipality  estimates  the  recoverable  amount  or  the  recoverable  service  amount  of  theheritage  asset. 
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1 .7  Heritage  assets  (continued) 

Transfers 

Transfers  from  heritage  assets  are  only  made  when  the  particular  asset  no  longer  meets  the  definition  of  a  heritage  asset. 
Transfers  to  heritage  assets  are  only  made  when  the  asset  meets  the  definition  of  a  heritage  asset. 

Derecognition 

The  municipality  derecognises  heritage  asset  on  disposal,  or  when  no  future  economic  benefits  or  service  potential  are 
expected  from  its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  a  heritage  asset  is  included  in  surplus  or  deficit  when  the  item  is 
derecognised  (unless  the  Standard  of  GRAP  on  leases  requires  otherwise  on  a  sale  and  leaseback). 

1.8  Financial  instruments 

A  financial  instrument  is  any  contract  that  gives  rise  to  a  financial  asset  of  one  entity  and  a  financial  liability  or  a  residual 
interest  of  another  entity. 

The  amortised  cost  of  a  financial  asset  or  financial  liability  is  the  amount  at  which  the  financial  asset  or  financial  liability  is 
measured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective 
interest  method  of  any  difference  between  that  initial  amount  and  the  maturity  amount,  and  minus  any  reduction  (directly  or 
through  the  use  of  an  allowance  account)  for  impairment  or  uncollectibility. 

Credit  risk  is  the  risk  that  one  party  to  a  financial  instrument  will  cause  a  financial  loss  for  the  other  party  by  failing  to  discharge 
an  obligation. 

Currency  risk  is  the  risk  that  the  fair  value  or  future  cash  fiows  of  a  financial  instrument  will  fluctuate  because  of  changes  in 
foreign  exchange  rates. 

Derecognition  is  the  removal  of  a  previously  recognised  financial  asset  or  financial  liability  from  an  entity’s  statement  of 
financial  position. 

A  derivative  is  a  financial  instrument  or  other  contract  with  all  three  of  the  following  characteristics: 

•  Its  value  changes  in  response  to  the  change  in  a  specified  interest  rate,  financial  instrument  price,  commodity  price, 
foreign  exchange  rate,  index  of  prices  or  rates,  credit  rating  or  credit  index,  or  other  variable,  provided  in  the  case  of 
a  non-financial  variable  that  the  variable  is  not  specific  to  a  party  to  the  contract  (sometimes  called  the  ‘underlying’). 

•  It  requires  no  initial  net  investment  or  an  initial  net  investment  that  is  smaller  than  would  be  required  for  other  types 
of  contracts  that  would  be  expected  to  have  a  similar  response  to  changes  in  market  factors. 

•  It  is  settled  at  a  future  date. 

The  effective  interest  method  is  a  method  of  calculating  the  amortised  cost  of  a  financial  asset  or  a  financial  liability  (or  group  of 
financial  assets  or  financial  liabilities)  and  of  allocating  the  interest  income  or  interest  expense  over  the  relevant  period.  The 
effective  interest  rate  is  the  rate  that  exactly  discounts  estimated  future  cash  payments  or  receipts  through  the  expected  life  of 
the  financial  instrument  or,  when  appropriate,  a  shorter  period  to  the  net  carrying  amount  of  the  financial  asset  or  financial 
liability.  When  calculating  the  effective  interest  rate(  an  entity  shall  estimate  cash  flows  considering  all  contractual  terms  of  the 
financial  instrument  (for  example,  prepayment,  call  and  similar  options)  but  shall  not  consider  future  credit  losses.  The 
calculation  inciudes  all  fees  and  points  paid  or  received  between  parties  to  the  contract  that  are  an  integral  part  of  the  effective 
interest  rate  (see  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions),  transaction  costs,  and  all  other  premiums 
or  discounts.  There  is  a  presumption  that  the  cash  flows  and  the  expected  life  of  a  group  of  similar  financial  instruments  can  be 
estimated  reliably.  However,  in  those  rare  cases  when  it  is  not  possible  to  reliably  estimate  the  cash  flows  or  the  expected  life 
of  a  financial  instrument  (or  group  of  financial  instruments),  the  entity  shall  use  the  contractual  cash  flows  over  the  full 
contractual  term  of  the  financial  instrument  (or  group  of  financial  instruments). 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a  liability  settled,  between  knowledgeable  willing  parties  in 
an  arm’s  length  transaction. 

A  financial  asset  is: 

•  cash; 

•  a  residual  interest  of  another  entity;  or 
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1.8  Financial  instruments  (continued) 

•  a  contractual  right  to: 

receive  cash  or  another  financial  asset  from  another  entity  or 

L“a'  aSS9,S  "  finanda'  liab"“ieS  ”“h  an°,her  en,i,y  under  “nd“ions  Pote"'ia»V 


A  financial  liability  is  any  liability  that  is  a  contractual  obligation  to: 

•  deliver  cash  or  another  financial  asset  to  another  entity;  or 

exchange  financial  assets  or  financial  liabilities  under  conditions  that 


are  potentially  unfavourable  to  the  entity. 


Interest  rate  risk  is  the  risk  that  the  fair  value 
market  interest  rates. 


or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of  changes  in 


in  — «  sssociated  »l,h  hnancia, 

ss  i^rco't^  :rir„dmre,aP:s„br se  of  changas  in 

m ar ket3 n riceT ('o t h er  t hlf * the  fair  Vflue  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of  changes  in 

A  flnancial  asset  is  Past  due  when  a  counterparty  has  failed  to  make  a  payment  when  contractually  due. 

^d“  -  entity  after  deductin9  of  ifs  liabilities.  A 

•  equity  instruments  or  similar  forms  of  unitised  capital; 

a  formal  designation  of  a  transfer  of  resources  (or  a  class  of  such  transfers)  by  the  parties  to  the  transactinn  a* 

•  „e, 

asse,s  °r  non-deo“a«“e  «nanoiai  iia“,iee  “  h»e  ^ 

•  the  entity  designates  at  fair  value  at  initial  recognition;  or 

•  are  held  for  trading. 

in,eres,s  ,hai  d°  n°' ha,re  a  duo,ed  ™rke'  ^oe  in  en  e*e  ™*e'. 

Financial  instruments  at  fair  value  comprise  financial  assets  or  financial  liabilities  that  are' 

•  derivatives; 

•  combined  instruments  that  are  designated  at  fair  value; 
instruments  held  for  trading.  A  financial  instrument  is  held  for  trading  if: 

" 'sacquired  or  incurred  principally  for  the  purpose  of  selling  or  repurchasing  it  in  the  near-terrrr  or 
-hi  -m'tial  rec°9nitlon 't  is  part  of  a  portfolio  of  identified  financial  instruments  that  are  managed  ’toqether  and  for 
which  there  is  evidence  of  a  recent  actual  pattern  of  short  term  profit-taking;  9  9  d  f°r 

fai,  »anSi|'TeSgnido:aS,S  “  f"'anCia'  “““  With  *Xed  “  dete™ina“«  PdVh'ed's  that  are  designaled  a, 
inshumemfa'tSr0"'5  d°  “  mee'  'h'  de*ni,i°n  °' ,inancial  «  amonised  ces,  o,  iinancial 
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1.8  Financial  instruments  (continued) 

Initial  recognition 

The  entity  recognises  a  financial  asset  or  a  financial  liability  in  its  statement  of  financial  position  when  the  entity  becomes  a 
party  to  the  contractual  provisions  of  the  instrument. 

The  entity  recognises  financial  assets  using  trade  date  accounting. 

Initial  measurement  of  financial  assets  and  financial  liabilities 


The  entity  measures  a  financial  asset  and  financial  liability  initially  at  its  fair  value  plus  transaction  costs  that  are  directly 
attributable  to  the  acquisition  or  issue  of  the  financial  asset  or  financial  liability. 

The  entity  measures  a  financial  asset  and  financial  liability  initially  at  its  fair  value  [if  subsequently  measured  at  fair  value]. 

The  entity  first  assesses  whether  the  substance  of  a  concessionary  loan  is  in  fact  a  loan.  On  initial  recognition,  the  entity 
analyses  a  concessionary  loan  into  its  component  parts  and  accounts  for  each  component  separately.  The  entity  accounts  for 
that  part  of  a  concessionary  loan  that  is: 

•  a  social  benefit  in  accordance  with  the  Framework  for  the  Preparation  and  Presentation  of  Financial  Statements, 
where  it  is  the  issuer  of  the  loan;  or 

•  non-exchange  revenue,  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions 
(Taxes  and  Transfers),  where  it  is  the  recipient  of  the  loan. 

Subsequent  measurement  of  financial  assets  and  financial  liabilities 


The  entity  measures  all  financial  assets  and  financial  liabilities  after  initial  recognition  using  the  following  categories: 

#  Financial  instruments  at  fair  value. 

*  Financial  instruments  at  amortised  cost. 

•  Financial  instruments  at  cost. 


All  financial  assets  measured  at  amortised  cost,  or  cost,  are  subject  to  an  impairment  review. 
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1.8  Financial  instruments  (continued) 

Derecognition 
Financial  assets 

The  entity  derecognises  financial  assets  using  trade  date  accounting. 

The  entity  derecognises  a  financial  asset  only  when: 

the  contractual  rights  to  the  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived' 

•  the  entity  transfers  to  another  party  substantially  all  of  the  risks  and  rewards  of  ownership  of  the  financial  asset;  or 
the  entity  despite  having  retained  some  sigmficant  risks  and  rewards  of  ownership  of  the  financial  asse’t  has 

pntimf  r?d  C°ntr0  i°!  ‘56®8®61 10  another  Party  and  the  other  Party  has  the  practical  ability  to  sell  the  asset  ’in  its 
entirety  to  an  unrelated  third  party,  and  is  able  to  exercise  that  ability  unilaterally  and  without  needing  to  impose 
addftional  restrictions  on  the  transfer.  In  this  case,  the  entity  :  y  M 

derecognise  the  asset;  and 

recognise  separately  any  rights  and  obligations  created  or  retained  in  the  transfer. 

iUleh«rTnf9tf^0UrItt0f  tra?sferred  asset  are  allocated  between  the  rights  or  obligations  retained  and  those  transferred  on 
at  that  datef  A^V  litffipf ^'h^ U6S  ffhthe  transfer  date'  New|y  created  ri9hts  and  obligations  are  measured  at  their  fair  values 

reCe'Ved  a”d  **  am0Un,S  reC°9niSed  and  is  rec09nised 

!fthe  ent,ty  fransfers  a  financial  asset  in  a  transfer  that  qualifies  for  derecognition  in  its  entirety  and  retains  the  right  to  service 
f 013  afSe  °Lalete'  “  reco9n,se  either  a  servicing  asset  or  a  servicing  liability  for  that  servicing  contract  lf9 the  fee  to  be 
i-ecfiived  is  not  expeded  to  compensate  the  entity  adequately  for  performing  the  servicing,  a  servicing  liability  for  the  servicino 

2S!fnn  'S  reCOgmSed  al  ts  fair  value'  lf  the  fee  t0  he  received  is  expected  to  be  more  than  adequlte  compeisafion^ fo!S 

SSimor ‘he  dSW  “  a"  amoun'  de,ermlnad  on  *he  tesie  of  en  olloo«ion  °' <n° 

J['fS  fa!'esult0f  a  transfer.  a  financial  asset  is  derecognised  in  its  entirety  but  the  transfer  results  in  the  entity  obtaining  a  new 

nability’  " 3  Sen,idng  li8bility' the  6ntity  reC°9niSe  ‘he  n6W  finandal  aSS6t'  'nanoial 

,hS  dif,erSn0e  ,he  e™on'  end  ,he  eom  -  >hn 

If  the  transferred  asset  is  part  of  a  larger  financial  asset  and  the  part  transferred  qualifies  for  derecognition  in  its  entiretv  the 
tPhev!°uSCarrying  arnount  of the  larger finanaal  asset  is  allocated  between  the  part  that  continues  to  be^recognised  and the’part 
[prl/ifinn  ^niS?d’  ^ed  °n  the  relatlve  fa,r  values  of  those  Parts,  on  the  date  of  the  transfer.  For  this  purpose  a  retained 
fhe  'Cn9.asset  'S.treated  as  a  part  that  cont,nues  t0  be  recognised.  The  difference  between  the  carrying  amo^unt  allocated  to 
the  part  derecogmsed  and  the  sum  of  the  consideration  received  for  the  part  derecognised  is  recognised  in  surplus  or  deficit. 

nfathLa[!Sferfd0ef.n0t  r6.S*u  'n  derec°9n!tion  because  the  entity  has  retained  substantially  all  the  risks  and  rewards  of  ownership 
fortr"nS[rdaSSet’ the  fint'|ty  contmues  t0  recognise  the  transferred  asset  in  its  entirety  and  recognise  a  financial  liability 
e  consideration  received.  In  subsequent  periods,  the  entity  recognises  any  revenue  on  the  transferred  asset  and  anv 

e^sL'affSeT  Nei‘h6r  the  aSS6t'  3°d  the  associated B-bilHy  nor  the  revenue  afd  the  associS 

Financial  liabilities 

The  entity  removes  a  financial  liability  (or  a  part  bf  a  financial  liability)  from  its  statement  of  financial  position  when  it  is 
extinguished  —  i.e.  when  the  obligation  specified  in  the  contract  is  discharged,  cancelled,  expires  or  waived. P 

An  exchange  between  an  existing  borrower  and  lender  of  debt  instruments  with  substantially  different  terms  is  accounted  for  as 
aving  exf'ngui^hed  the  onginal  financial  liability  and  a  new  financial  liability  is  recognised.  Similarly,  a  substantial  modification 

an ^Xre»gnnisedSann9e»  SSf  EX  *  Pa"  “,  "  "  aC"Un,'d  f°r  85  eX,i"9uishod  ,h°  or,9lhal  f,"nhoial  “"»* 
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1.8  Financial  instruments  (continued) 

The  difference  between  the  carrying  amount  of  a  financial  liability  (or  part  of  a  financial  liability)  extinguished  or  transferred  to 
another  party  and  the  consideration  paid,  including  any  non-cash  assets  transferred  or  liabilities  assumed,  is  recognised  in 
surplus  or  deficit.  Any  liabilities  that  are  waived,  forgiven  or  assumed  by  another  entity  by  way  of  a  non-exchange  transaction 
are  accounted  for  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions  (Taxes  and 
Transfers). 

Presentation 

Interest  relating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as  revenue  or  expense  in 
surplus  or  deficit. 


Dividends  or  similar  distributions  reiating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as 
revenue  or  expense  in  surplus  or  deficit. 

Losses  and  gains  relating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as  revenue  or 
expense  in  surplus  or  deficit. 

Distributions  to  holders  of  residual  interests  are  recognised  by  the  entity  directly  in  net  assets.  Transaction  costs  incurred  on 
residual  interests  are  accounted  for  as  a  deduction  from  net  assets.  Income  tax  [where  applicable]  relating  to  distributions  to 
holders  of  residual  interests  and  to  transaction  costs  incurred  on  residual  interests  are  accounted  for  in  accordance  with  the 
International  Accounting  Standard  on  Income  Taxes. 

A  financial  asset  and  a  financial  liability  are  only  offset  and  the  net  amount  presented  in  the  statement  of  financial  position 
when  the  entity  currently  has  a  legally  enforceable  right  to  set  off  the  recognised  amounts  and  intends  either  to  settle  on  a  net 
basis,  or  to  realise  the  asset  and  settle  the  liability  simultaneously. 

In  accounting  for  a  transfer  of  a  financial  asset  that  does  not  qualify  for  derecognition,  the  entity  does  not  offset  the  transferred 
asset  and  the  associated  liability. 

1 .9  Leases 

A  lease  is  classified  as  a  finance  lease  if  it  transfers  substantially  all  the  risks  and  rewards  incidental  to  ownership.  A  lease  is 
classified  as  an  operating  lease  if  it  does  not  transfer  substantially  all  the  risks  and  rewards  incidentai  to  ownership. 

When  a  lease  includes  both  land  and  buildings  elements,  the  entity  assesses  the  classification  of  each  element  separately. 

Finance  leases  -  lessee 

Finance  leases  are  recognised  as  assets  and  liabilities  in  the  statement  of  financial  position  at  amounts  equal  to  the  fair  value 
of  the  leased  property  or,  if  lower,  the  present  value  of  the  minimum  lease  payments.  The  corresponding  liability  to  the  lessor  is 
included  in  the  statement  of  financial  position  as  a  finance  lease  obligation. 

Minimum  lease  payments  are  apportioned  between  the  finance  charge  and  reduction  of  the  outstanding  liability.  The  finance 
charge  is  allocated  to  each  period  during  the  lease  term  so  as  to  produce  a  constant  periodic  rate  of  on  the  remaining  balance 
of  the  liability. 

Any  contingent  rents  are  expensed  in  tho  period  in  which  they  are  incurred. 

Operating  leases  -  lessor 

Operating  lease  revenue  is  recognised  as  revenue  on  a  straight-line  basis  over  the  lease  term. 

Initial  direct  costs  incurred  in  negotiating  and  arranging  operating  leases  are  added  to  the  carrying  amount  ofthe  leased  asset 
and  recognised  as  an  expense  over  the  lease  term  on  the  same  basis  as  the  lease  revenue. 

The  aggregate  cost  of  incentives  is  recognised  as  a  reduction  of  rental  revenue  over  the  lease  term  on  a  straight-line  basis. 

The  aggregate  benefit  of  incentives  is  recognised  as  a  reduction  of  rental  expense  over  the  lease  term  on  a  straight-line  basis. 
Income  for  leases  is  disciosed  under  revenue  in  statement  of  financial  performance. 
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1.9  Leases  (continued) 
Operating  leases  -  lessee 


tSmi?9  !6aSe  Payme,ntS  are  recognised  as  an  expense  on  a  straight-line  basis  over  the  lease  term  The  difference  between 
the  amounts  recogmsed  as  an  expense  and  the  contractual  payments  are  recognised  as  an  operating  lease  asset  or  liability. 


1.10  Inventories 


SLS’SSSlSr  in,en,0rieS  are  aeqi,lred  ,hr0U9'' a  .r=nsa«i0„,  ,he„  ,hel, 

Subsequently  inventories  are  measured  at  the  lower  of  cost  and  net  realisable  value. 

Inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cost  where  they  are  held  for 

•  distribution  at  no  charge  or  for  a  nominal  charge;  or 

•  consumption  in  the  production  process  of  goods'to  be  distributed  at  no  charge  or  for  a  nominal  charge. 

!S  !hf  liSarle  ,V3lUe  'S.  ‘he  estimated  sellin9  Price  in  the  ordinary  course  of  operations  less  the  estimated  costs  of  comDletion 
and  the  estimated  costs  necessary  to  make  the  sale,  exchange  or  distribution  C0StS  0T  comP|etlon 

Current  replacement  cost  is  the  cost  the  municipality  incurs  to  acquire  the  asset  on  the  reporting  date. 

pur0tes*  008,5  “™s,sto"  —  —  >"—  >"  -he 

•  i*—  - 

SlTa's^aTnSffe8  ^  "S'  The  S‘me  C0S'  for™la  is  used  for  a" 

I. 11  Construction  contracts  and  receivables 

Construction  contract  is  a  contract,  or  a  similar  binding  arrangement,  specifically  negotiated  for  the  construction  of  an  asset  nr 
ultlmate^fHjrpos^e  or  usa  ^  ^  intaralatod  °r  interdePendent  in  terme  ithJir  design, 

Contractor  is  an  entity  that  performs  construction  work  pursuant  to  a  construction  contract. 

?°fSt  P‘US  °r  cos!  based  contract  's  a  construction  contract  in  which  the  contractor  is  reimbursed  for  allowable  or  otherwise 
defined  costs  and,  in  the  case  of  a  commercially-based  contract,  an  additional  percentage  of  these  costs  or  a  fixed  fee,  if  any 

n!un?fPri  h6  h0ntraCt  'S  3  construction  contract  in  which  the  contractor  agrees  to  a  fixed  contract  price  or  a  fixed  rate  Der  unit  of 
output,  which  in  some  cases  is  subject  to  cost  escalation  clauses.  P 

J, °0ntraC!0r  is  an  enti‘y  that  enters  int0  a  contract  to  build  structures,  construct  facilities,  produce  goods  or  render  sen/ices  to 
th  nfrpo  flcatlons  of  another  entity  either  itself  or  through  the  use  of  sub-contractors.  The  term  “contractor”  thus  includes  a 
general  or  pnme  contractor,  a  subcontractor  to  a  general  contractor,  or  a  construction  manager. 

Ihe  fntit/  assesses  the  terms  and  conditions  of  each  contract  concluded  with  customers  to  establish  whether  the  contract  is  a 

S2,  01  or  no1' ln  assessin9  "'he,her  ,he  is  a  » =„«ty  ; 

Where  the  outcome  of  a  construction  contract  can  be  estimated  reliably,  contract  revenue  and  costs  are  recoankPri  h» 
reference  to  the  stage  of  completion  of  the  contract  activity  at  the  reporting  date,  as  measured  by  .  9  y 

customer  WOrk’  Cl8imS  3nd  incentive  Payments  are  inciuded  to  the  extent  that  they  have  been  agreed  with  the 


When  the  outcome  of  a  construction  contract  cannot  be  estimated  reliably,  contract  revenue  is  recoqnised  to  the  extent  that 
contract  costs  mcurred  are  recoverable.  Contract  costs  are  recognised  as  an  expense  in  the 
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1.11  Construction  contracts  and  receivables  (continued) 

When  it  is  probable  that  total  contract  costs  will  exceed  total  contract  revenue,  the  expected  deficit  is  recognised  as  an 
expense  immediately. 

1.12  Impairment  of  cash-generating  assets 

Cash-generating  assets  are  assets  used  with  the  objective  of  generating  a  commercial  return.  Commercial  return  means  that 
positive  cash  flows  are  expected  to  be  significantly  higher  than  the  cost  of  the  asset. 

Impairment  is  a  loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic  recognition 
of  the  loss  of  the  asset's  future  economic  benefits  or  service  potentia!  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  impaimnent  losses  thereon. 

A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  used  with  the  objective  of  generating  a  commercial  return 
that  generates  cash  inflows  from  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or  groups  of 
assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm’s  length  transaction  between 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  amount  of  an  asset  or  a  cash-generating  unit  is  the  higher  its  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

•  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

•  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Identification 

When  the  carrying  amount  of  a  cash-generating  asset  exceeds  its  recoverable  amount,  it  is  impaired. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a  cash-generating  asset  may  be 
impaired.  If  any  such  indication  exists,  the  municipality  estimates  the  recoverable  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impairment,  the  municipality  also  tests  a  cash-generating  intangible  asset  with 
an  indefinite  useful  life  or  a  cash-generating  intangible  asset  not  yet  available  for  use  for  impairment  annually  by  comparing  its 
carrying  amount  with  its  recoverable  amount.  This  impairment  test  is  performed  at  the  same  time  every  year.  If  an  intangibie 
asset  was  initially  recognised  during  the  current  reporting  period,  that  intangible  asset  was  tested  for  impairment  before  the  end 
of  the  current  reporting  period. 

Value  in  use 

Value  in  use  of  a  cash-generating  asset  is  the  present  value  of  the  estimated  future  cash  flows  expected  to  be  derived  from  the 
continuing  use  of  an  asset  and  from  its  disposal  at  the  end  of  its  useful  life. 

When  estimating  the  value  in  use  of  an  asset,  the  municipality  estimates  the  future  cash  inflows  and  outflows  to  be  derived 
from  continuing  use  of  the  asset  and  from  its  ultimate  disposal  and  the  municipality  applies  the  appropriate  discount  rate  to 
those  future  cash  flows. 
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1.12  Impairmentof  cash-generating  assets  (continued) 


Basis  for  estimates  of  future  cash  flows 
ln  measuring  value  in  use  the  municipality: 

base  cash  flow  projections  on  reasonable  and  supportable  assumptions  that  represent  management's  best  estimate 
-  Semal  lienTm'C  ’  ,hSt ' “'St  °Ver  *h»  remaining  useful  lifa  „f  tha  asset.  Gteater  welght  is  g7en 

projections  on  the  most  recent  approved  financial  budgets/forecasts,  but  excludes  any  estimated 
future  cash  mflows  or  outflows  expected  to  arise  from  future  restructuring's  or  from  improving  or  enhancinq  the 

longer  |Sod'7n  te  juS°annd  “  0"  bu<l9,,s,,0,*':as,s  “v0,s  *  ™»™">  P®hod  of  five  yeao,  unless  a 

estimate  cash  flow  projections  beyond  the  period  covered  by  the  most  recent  budgets/forecasts  by  extraDolatina  the 
inrr/p«°nS  batS6d  °n  ihe  bud9ets/forecasts  using  a  steady  or  declining  growth  rate  for  subsequert  yeare  unles^s  an 
nr^fn  9-  be  JUStlfied  ™S  9r0wth  rate  does  not  exceed  the  loo9-term  average  grS  rate  for  the 

unless  a 'higher  Se' Sn'te  jl3(meS°Un,neS '"  WhiCh  *h8  e"'i,y  °Pera,eS’  “ f0r ,he  ma^k*,  in  which  ,h*  ass*‘ is  us*°. 

Composition  of  estimates  of  future  cash  flows 

Estimates  of  future  cash  flows  include: 

•  projections  of  cash  inflows  from  the  continuing  use  of  the  asset; 

°1  CaSh  °Utfl0WS  that  are  necessari|y  incurred  to  generate  the  cash  inflows  from  continuinq  use  of  the 
asset  (including  cash  outflows  to  prepare  the  asset  for  use)  and  can  be  directly  attributed  or  allocated  on  a 
reasonable  and  consistent  basis,  to  the  asset;  and  diuiouiea,  or  auocated  on  a 

net cash  fiows’ lf  any. to  be  received  (or  paid)  for  the  disposal  of  the  asset  at  the  end  of  its  useful  life. 

Estimates  of  future  cash  flows  exclude: 

•  cash  inflows  or  outflows  from  financing  activities;  and 

•  income  tax  receipts  or  payments. 

The  estimate  of  net  cash  flows  to  be  received  (or  paid)  for  the  disposal  of  an  asset  at  the  end  of  its  useful  life  is  the  amount  that 
parties,  SLZShe  of  dTposl'“  "  ""  arm'S  ^  ,ranSeC,i°n  be,ween  knowi*«9eable,  »i„i„g 

Recognition  and  measurement  (individual  asset) 

rlHn^?°Vfrable  amount  of  a  cash-generating  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of  the  asset  is 
reduced  to  its  recoverable  amount.  This  reduction  is  an  impairment  loss. 

An  impairment  loss  is  recognised  immediately  in  surplus  or  deficit. 

Any  impairment  loss  of  a  revalued  cash-generating  asset  is  treated  as  a  revaluation  decrease. 

«ilLncthtLam°Unt  eS,t!mated  f°r  30  imPairment  loss  is  9reater  than  the  carrying  amount  of  the  cash-generatinq  asset  to  which  it 
,  e  mumcipality  recogmses  a  liability  only  to  the  extent  that  is  a  requirement  in  the  Standard  of  GRAP. 

After  the  recogmtion  of  an  impairment  loss,  the  depreciation  (amortisation)  charge  for  the  cash-qeneratina  asset  is  adiusted  in 

sr  mr -r"-' essers  reyised  a™nh  ?*ss  *• 
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1.12  Impairment  of  cash-generating  assets  (continued) 

Cash-generating  units 

If  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  is  estimated  for  the  individual  asset.  If  it  is  not 
possible  to  estimate  the  recoverable  amount  of  the  individual  asset,  the  municipality  determines  the  recoverable  amount  of  the 
cash-generating  unit  to  which  the  asset  belongs  (the  asset's  cash-generating  unit). 

If  an  active  market  exists  for  the  output  produced  by  an  asset  or  group  of  assets,  that  asset  or  group  of  assets  is  identified  as  a 
cash-generating  unit,  even  if  some  or  all  of  the  output  is  used  internally.  If  the  cash  inflows  generated  by  any  asset  or  cash- 
generating  unit  are  affected  by  internal  transfer  pricing,  the  municipality  use  management's  best  estimate  of  future  price(s)  that 
could  be  achieved  in  arm's  length  transactions  in  estimating: 

*  the  future  cash  inflows  used  to  determine  the  asset's  or  cash-generating  unit's  value  in  use;  and 

*  the  future  cash  outflows  used  to  determine  the  value  in  use  of  any  other  assets  or  cash-generating  units  that  are 
affected  by  the  internal  transfer  pricing. 

Cash-generating  units  are  identified  consistently  from  period  to  period  for  the  same  asset  or  types  of  assets,  unless  a  change 
is  justified. 

The  carrying  amount  of  a  cash-generating  unit  is  determined  on  a  basis  consistent  with  the  way  the  recoverable  amount  of  the 
cash-generating  unit  is  determined. 

An  impairment  loss  is  recognised  for  a  cash-generating  unit  if  the  recoverable  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit.  The  impairment  is  allocated  to  reduce  the  carrying  amount  of  the  cash-generating  assets  of  the  unit  on  a 
pro  rata  basis,  based  on  the  carrying  amount  of  each  asset  in  the  unit.  These  reductions  in  carrying  amounts  are  treated  as 
impairment  losses  on  individual  assets. 

In  allocating  an  impairment  loss,  the  entity  does  not  reduce  the  carrying  amount  of  an  asset  below  the  highest  of: 

*  its  fair  value  less  costs  to  sell  (if  determinable); 

*  its  value  in  use  (if  determinable);  and 

*  zero. 

The  amount  of  the  impairment  loss  that  would  otherwise  have  been  allocated  to  the  asset  is  allocated  pro  rata  to  the  other 
cash-generating  assets  of  the  unit. 

Where  a  non-cash-generating  asset  contributes  to  a  cash-generating  unit,  a  proportion  of  the  carrying  amount  of  that  non- 
cash-generating  asset  is  allocated  to  the  carrying  amount  of  the  cash-generating  unit  prior  to  estimation  of  the  recoverable 
amount  of  the  cash-generating  unit. 
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1.12  Impairment  of  cash-generating  assets  (continued) 
Reversal  of  impairment  loss 


oeriods  foCriPaalJLahnepSnSeStat  ^  ^P0^"9  date  whether  there  *  any  indication  that  an  impairment  loss  recognised  in  prior 

exls' or  may  have  dec,easad  lfany  such  «»  «i'v 

An  impairment  loss  recognised  in  prior  periods  for  a  cash-generating  asset  is  reversed  if  there  has  been  a  chanae  in  the 

SnTnSr  thed  t0  ?etermine  ‘h!  aSSet’S  recoverable  amount  since  the  last  impairment  loss Tas ^recognied  The^carryS 
amount  of  the  asset  is  increased  to  its  recoverable  amount.  The  increase  is  a  reversal  of  an  impairment  loss  The  increased 

ShPpTt  °f- a,\afset  attributable  t0  a  reversal  of  an  impairment  loss  does  not  exceed  the  carrying  amount  that  would 
periods  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss  been  recognised  for  the  asset  in  prior 

A  ’ersal  of  an  impairment  loss  for  a  cash-generating  asset  is  recognised  immediately  in  surplus  or  deficit. 

Any  reversal  of  an  impairment  loss  of  a  revalued  cash-generating  asset  is  treated  as  a  revaluation  increase. 

After  a  reversa!  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  for  the  cash-generatinq  asset  is 

assefs  rey,sed  -*«■  -  «s  — sssssi: 
„S,g,2e,«amo,,n'  such  a  ,eversal  ls  alleca,ed  *> a  ”“-*-»«* — s— 

the^Iowerof- 8  reVerSal  °f  an  imPairment  loss for  a  cash-generating  unit,  the  carrying  amount  of  an  asset  is  not  increased  above 

■  its  recoverable  amount  (if  determinable);  and 

W°Utld  have  been  determined  (net  of  amortisation  or  depreciation)  had  no  impairment  loss 
Deen  recogmsed  for  the  asset  in  prior  periods. 

the^her^assets^of  the^un^t'  °f  'mpairment  loss  that  would  otherwise  have  been  allocated  to  the  asset  is  allocated  pro  rata  to 
Redesignation 

The  redesignation  of  assets  from  a  cash-generating  asset  to  a  non-cash-generating  asset  or  from  a  non-cash-qeneratinq  asset 
to  a  cash-generating  asset  only  occur  when  there  is  clear  evidence  that  such  a  redesignation  is  appropriate. 

1.13  Share  capital  /  contributed  capital 

liabniSe?  'nStmment  'S  any  contract  that  evidences  a  residual  interest  in  the  assets  of  an  municipality  after  deducting  all  of  its 

1.14  Employee  benefits 

Employee  benefits  are  all  forms  of  consideration  given  by  an  entity  in  exchange  for  service  rendered  by  employees. 

of  r^RAP^nn ' F^U|L^!epPartiCniS  T  insurance  Policy  issued  by  an  insurer  that  is  not  a  related  party  (as  defined  in  the  Standard 
°  ninvf  Related  Party  Disclosures)  of  the  reporting  entity,  if  the  proceeds  of  the  policy  can  be  used  only  to  pay  or  fund 
employee  benefits  under  a  defined  benefit  plan  and  are  not  avaiiable  to  the  reporting  entity’s  own  creditors  (even  in  liquidation) 
and  cannot  be  paid  to  the  reporting  entity,  unless  either:  teven  nquiaation) 

oWigationsdorrePreSent  SUrplUS  assets  that  are  not  needed  for  the  policy  to  meet  all  the  related  employee  benefit 

the  proceeds  are  returned  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Termination  benefits  are  employee  benefits  payable  as  a  result  of  either: 

an  entity’s  decision  to  terminate  an  employee’s  employment  before  the  normal  retirement  date*  or 
an  employee  s  decision  to  accept  voluntary  redundancy  in  exchange  for  those  benefits. 
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1.14  Employee  benefits  (continued) 

Other  long-term  employee  benefits  are  employee  benefits  (other  than  post-empioyment  benefits  and  termination  benefits)  that 
are  not  due  to  be  settled  within  twelve  months  after  the  end  of  the  period  in  which  the  employees  render  the  related  service. 

Vested  employee  benefits  are  employee  benefits  that  are  not  conditional  on  future  employment. 

Composite  social  security  programmes  are  established  by  legislation  and  operate  as  multi-employer  plans  to  provide  post- 
employment  benefits  as  well  as  to  provide  benefits  that  are  not  consideration  in  exchange  for  service  rendered  by  employees. 

A  constructive  obligation  is  an  obligation  that  derives  from  an  entity’s  actions  where  by  an  established  pattern  of  past  practice, 
published  policies  or  a  sufficiently  specific  current  statement,  the  entity  has  indicated  to  other  parties  that  it  will  accept  certain 
responsibilities  and  as  a  result,  the  entity  has  created  a  valid  expectation  on  the  part  of  those  other  parties  that  it  will  discharge 
those  responsibilities. 

Short-term  employee  benefits 

Short-term  employee  benefits  are  employee  benefits  (other  than  termination  benefits)  that  are  due  to  be  settled  within  twelve 
months  after  the  end  of  the  period  in  which  the  employees  render  the  related  service. 

Short-term  employee  benefits  include  items  such  as: 

•  wages,  salaries  and  social  security  contributions; 

•  short-term  compensated  absences  (such  as  paid  annual  leave  and  paid  sick  leave)  where  the  compensation  for  the 
absences  is  due  to  be  settled  within  twelve  months  after  the  end  of  the  reporting  period  in  which  the  employees 
render  the  related  employee  service; 

•  bonus,  incentive  and  performance  related  payments  payable  within  twelve  months  after  the  end  of  the  reporting 
period  in  which  the  employees  render  the  related  service;  and 

•  non-monetary  benefits  (for  example,  medical  care,  and  free  or  subsidised  goods  or  services  such  as  housing,  cars 
and  cellphones)  for  current  employees. 

When  an  employee  has  rendered  service  to  the  entity  during  a  reporting  period,  the  entity  recognise  the  undiscounted  amount 
of  short-term  employee  benefits  expected  to  be  paid  in  exchange  for  that  service: 

•  as  a  liability  (accrued  expense),  after  deducting  any  amount  already  paid.  If  the  amount  already  paid  exceeds  the 
undiscounted  amount  of  the  benefits,  the  entity  recognise  that  excess  as  an  asset  (prepaid  expense)  to  the  extent 
that  the  prepayment  will  lead  to,  for  example,  a  reduction  in  future  payments  or  a  cash  refund;  and 

•  as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  the  benefits  in  the  cost  of  an  asset. 

The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  render  services  that  increase 
their  entitlement  or,  in  the  case  of  non-accumulating  absences,  when  the  absence  occurs.  The  entity  measures  the  expected 
cost  of  accumulating  compensated  absences  as  the  additional  amount  that  the  entity  expects  to  pay  as  a  resuit  of  the  unused 
entitlement  that  has  accumulated  at  the  reporting  date. 

The  entity  recognise  the  expected  cost  of  bonus,  incentive  and  performance  related  payments  when  the  entity  has  a  present 
legal  or  constructive  obligation  to  make  such  payments  as  a  result  of  past  events  and  a  reliable  estimate  of  the  obligation  can 
be  made.  A  present  obligation  exists  when  the  entity  has  no  realistic  alternative  but  to  make  the  payments. 

Post-employment  benefits 

Post-employment  benefits  are  employee  benefits  (other  than  terminatiori  benefits)  which  are  payable  after  the  completion  of 
employment. 

Post-employment  benefit  plans  are  formal  or  informal  arrangements  under  which  an  entity  provides  post-employment  benefits 
for  one  or  more  employees. 

Multi-employer  plans  are  defined  contribution  plans  (other  than  state  plans  and  composite  social  security  programmes)  or 
defined  benefit  plans  (other  than  state  plans)  that  pool  the  assets  contributed  by  various  entities  that  are  not  under  common 
control  and  use  those  assets  to  provide  benefits  to  employees  of  more  than  one  entity,  on  the  basis  that  contribution  and 
benefit  levels  are  determined  without  regard  to  the  identity  of  the  entity  that  employs  the  employees  concerned. 
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1.14  Employee  benefits  (continued) 

Post-employment  benefits:  Defined  contribution  plans 


entitwl fmdfa^d^ ,benefit Pl3nS  Under  Wh'Ch  an  entity  pays  fixed  oontributions  into  a  separate 

HsCyV^^  ,U"d  dMS  n0‘  h°'d 

SnS  °  'eP0,tin9  Ped0d'  'he  MY  ,0“9niS° 1110  ”n,nbu,fon  «8bfo  to 

exreelf  IhP  iSJ8?  expense)’  after  deducting  any  contribution  already  paid.  If  the  contribution  already  paid 
exceeds  the  contribution  due  for  service  before  the  reporting  date,  an  entity  recognise  that  excess  as  anasset 

raThrefund^ancT  t0  h°  eXtent  ^  prepayment  wil1  lead  to'  for  example,  a  reduction  in  future  payments  or  a 

as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  the  contribution  in  the  cost  of  an  asset. 

Where  contributions  to  a  defined  contribution  plan  do  not  fall  due  wholly  within  twelve  months  after  the  end  of  the  reDortino 
penM  »h,ch  the  employees  render  the  related  senrk*.  they  ere  diseoemed.  The  rate  used  to  disoounUeSs  the  time  »S 

Se°Xea5onn0,al  ■—  *>  ,0"°a  ,b°  “»  n'  fo  — “ 
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1.14  Employee  benefits  (continued) 

Post-employment  benefits:  Defined  benefit  plans 

Defined  benefit  plans  are  post-employment  benefit  plans  other  than  defined  contribution  plans. 

Actuarial  gains  and  losses  comprise  experience  adjustments  (the  effects  of  differences  between  the  previous  actuarial 
assumptions  and  what  has  actually  occurred)  and  the  effects  of  changes  in  actuarial  assumptions.  In  measuring  its  defined 
benefit  liability  the  entity  recognise  actuarial  gains  and  losses  in  surpius  or  deficit  in  the  reporting  period  in  which  they  occur. 

Assets  held  by  a  long-term  employee  benefit  fund  are  assets  (other  than  non-transferable  financial  instruments  issued  by  the 
reporting  entity)  that  are  held  by  an  entity  (a  fund)  that  is  legally  separate  from  the  reporting  entity  and  exists  solely  to  pay  or 
fund  employee  benefits  and  are  available  to  be  used  only  to  pay  or  fund  employee  benefits,  are  not  available  to  the  reporting 
entity’s  own  creditors  (even  in  liquidation),  and  cannot  be  returned  to  the  reporting  entity,  unless  either: 

*  the  remaining  assets  of  the  fund  are  sufficient  to  meet  ali  the  related  employee  benefit  obligations  of  the  plan  or  the 
reporting  entity;  or 

*  the  assets  are  returned  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Current  service  cost  is  the  increase  in  the  present  value  of  the  defined  benefit  obligation  resulting  from  employee  service  in  the 
current  period. 

Interest  cost  is  the  increase  during  a  period  in  the  present  value  of  a  defined  benefit  obligation  which  arises  because  the 
benefits  are  one  period  closer  to  settlement. 

Past  service  cost  is  the  change  in  the  present  value  of  the  defined  benefit  obligation  for  employee  service  in  prior  periods, 
resulting  in  the  current  period  from  the  introduction  of,  or  changes  to,  post-employment  benefits  or  other  long-term  employee 
benefits.  Past  service  cost  may  be  either  positive  (when  benefits  are  introduced  or  changed  so  that  the  present  value  of  the 
defined  benefit  obligation  increases)  or  negative  (when  existing  benefits  are  changed  so  that  the  present  value  of  the  defined 
benefit  obligation  decreases).  In  measuring  its  defined  benefit  liability  the  entity  recognise  past  service  cost  as  an  expense  in 
the  reporting  period  in  which  the  plan  is  amended. 

Plan  assets  comprise  assets  held  by  a  long-term  employee  benefit  fund  and  qualifying  insurance  policies. 

The  present  value  of  a  defined  benefit  obligation  is  the  present  value,  without  deducting  any  plan  assets,  of  expected  future 
payments  required  to  settle  the  obligation  resulting  from  employee  service  in  the  current  and  prior  periods. 

The  return  on  plan  assets  is  interest,  dividends  or  similar  distributions  and  other  revenue  derived  from  the  plan  assets,  together 
with  realised  and  unrealised  gains  or  losses  on  the  plan  assets,  less  any  costs  of  administering  the  plan  (other  than  those 
included  in  the  actuarial  assumptions  used  to  measure  the  defined  benefit  obligation)  and  less  any  tax  payable  by  the  plan 
itself. 

The  entity  account  not  only  for  its  legal  obligation  under  the  formal  terms  of  a  defined  benefit  plan,  but  also  for  any  constructive 
obligation  that  arises  from  the  entity’s  informa!  practices.  Informal  practices  give  rise  to  a  constructive  obligation  where  the 
entity  has  no  realistic  alternative  but  to  pay  employee  benefits.  An  example  of  a  constructive  obligation  is  where  a  change  in 
the  entity’s  informal  practices  would  cause  unacceptable  damage  to  its  relationship  with  employees. 

The  amount  recognised  as  a  defined  benefit  liability  is  the  net  total  of  the  following  amounts: 

*  the  present  value  of  the  defined  benefit  obligation  at  the  reporting  date; 

«  minus  the  fair  value  at  the  reporting  date  of  plan  assets  (if  any)  out  of  which  the  obligations  are  to  be  settled  directly; 

*  plus  any  liability  that  may  arise  as  a  result  of  a  minimum  funding  requirement 

The  amount  determined  as  a  defined  benefit  liability  may  be  negative  (an  asset).  The  entity  measures  the  resulting  asset  at  the 
lower  of: 

*  the  amount  determined  above;  and 

*  the  present  value  of  any  economic  benefits  available  in  the  form  of  refunds  from  the  plan  or  reductions  in  future 
contributions  to  the  plan.  The  present  value  of  these  economic  benefits  is  determined  using  a  discount  rate  which 
reflects  the  time  value  of  money. 

Any  adjustments  arising  from  the  limit  above  is  recognised  in  surplus  or  deficit. 
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1.14  Employee  benefits  (continued) 

in  su,plus  **"■ excep' ,0  ,t,e  ex,ent ano,her  Stendard 

•  current  service  cost; 

•  interest  cost; 

the  expected  return  on  any  plan  assets  and  on  any  reimbursement  riqhts- 

•  actuarial  gains  and  losses;  ’ 

•  past  service  cost; 

•  the  effect  of  any  curtailments  or  settlements;  and 

the  effect  of  applying  the  limit  on  a  defined  benefit  asset  (negative  defined  benefit  liability). 

2LTity  UT  ‘he  Pr0jected  Unit  Credit  Method  t0  determine  the  present  value  of  its  defined  benefit  obliaations  and  tho 

f.  a“SniF^ap"":^ 

giving  rise  to  an  additional  umt  of  benefit  entitlement  and  measures  each  unit  separately  to  build  up  the  finafobligation 

“,S  a  SSSIi'SsK,’"'1  'ead  a  ma,eria"V  hi9her  'eve'  °' benem  ,han  in  ear"er  'ears'  an  en,"V  ®ibute 

■  first leads  ,o  benefi,s  under  ,he  p,an  <whe,her  °r  net  ,ne  « 

Mto  tLtom “ter  salai51„ae,ahs«mP'0yee  'e8d  '°  "°  ma,eria'  am°Un*  of ,,,,,he,  benems  under  ,he  eian' 

Sftiifn  TUati0nf  °rf  conducted  on  an  annual  basis  by  independent  actuaries  separately  for  each  plan  The  results  of  the 
pnces  anJ [nteSfSt^  ahd  °,her  chan8es  ,n  circums,an“s  (indading  changas  i„  man<et 

a  delined  benem  eian  whe"  ,ne  — «  cr 

•  any  resulting  change  in  the  present  value  of  the  defined  benefit  obligation-  and 

•  any  resulting  change  in  the  fair  value  of  the  plan  assets. 

anyr^sing'cierent^ac'uja^rld^s'^umptions^induding^^  assets,  if 

S£S“frriehn 

planP  is  [OR  is  no^s^^  espense  re,a,in"  ,e  a  de«"ed  be"e«' 

gations  on  a  net  basis,  orto  realise  the  surplus  m  one  plan  and  settle  its  obligation  underthe  other  plan  simultaneously. 
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1.14  Employee  benefits  (continued) 

Actuarial  assumptions 

Actuarial  assumptions  are  unbiased  and  mutually  compatible. 

Financial  assumptions  are  based  on  market  expectations,  at  the  reporting  date,  for  the  period  over  which  the  obligations  are  to 
be  settled. 

The  rate  used  to  discount  post-employment  benefit  obligations  (both  funded  and  unfunded)  reflect  the  time  value  of  money. 
The  currency  and  term  of  the  financial  instrument  selected  to  reflect  the  time  value  of  money  is  consistent  with  the  currency 
and  estimated  term  of  the  post-employment  benefit  obligations. 

Post-employment  benefit  obligations  are  measured  on  a  basis  that  reflects: 

•  estimated  future  salary  increases; 

•  the  benefits  set  out  in  the  terms  of  the  plan  (or  resulting  from  any  constructive  obligation  that  goes  beyond  those 
terms)  at  the  reporting  date;  and 

•  estimated  future  changes  in  the  level  of  any  state  benefits  that  affect  the  benefits  payable  under  a  defined  benefit 
plan,  if,  and  only  if,  either: 

•  those  changes  were  enacted  before  the  reporting  date;  or 

•  past  history,  or  other  reliable  evidence,  indicates  that  those  state  benefits  will  change  in  some  predictable  manner, 

for  example,  in  line  with  future  changes  in  general  price  levels  or  general  salary  levels. 

Assumptions  about  medical  costs  take  account  of  estimated  future  changes  in  the  cost  of  medical  services,  resulting  from  both 
inflation  and  specific  changes  in  medical  costs. 

1.15  Provisions  and  contingencies 
Provisions  are  recognised  when: 

•  the  municipality  has  a  present  obligation  as  a  result  of  a  past  event; 

•  it  is  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required  to 

settle  the  obligation;  and 

•  a  reliable  estimate  can  be  made  of  the  obligation. 

The  amount  of  a  provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to  settle  the  present  obligation  at  the 
reporting  date. 


Where  the  effect  of  time  value  of  money  is  material,  the  amount  of  a  provision  is  the  present  value  of  the  expenditures 
expected  to  be  required  to  settle  the  obligation. 

The  discount  rate  is  a  pre-tax  rate  that  reflects  current  market  assessments  of  the  time  value  of  money  and  the  risks  specific  to 
the  liability. 

Where  some  or  all  of  the  expenditure  required  to  settle  a  provision  is  expected  to  be  reimbursed  by  another  party,  the 
reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement  will  be  received  if  the  municipality 
settles  the  obligation.  The  reimbursement  is  treated  as  a  separate  asset.  The  amount  recognised  for  the  reimbursement  does 
not  exceed  the  amount  of  the  provision. 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  are  reversed  if  it  is 
no  longer  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required,  to  settle  the 
obligation. 

A  provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 

Provisions  are  not  recognised  for  future  operating  surpius  (deficit). 

If  an  entity  has  a  contract  that  is  onerous,  the  present  obligation  (net  of  recoveries)  under  the  contract  is  recognised  and 
measured  as  a  provision. 


31 


[Ylthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Accounting  Policies 


1.15  Provisions  and  contingencies  (continued) 

A  constructive  obligation  to  restructure  arises  only  when  an  entity: 

has  a  detailed  formal  plan  for  the  restructuring,  identifying  at  least: 

the  activity/operating  unit  or  part  of  an  activity/operating  unit  concerned' 
the  principal  locations  affected; 

terminhated;Cati0n’  ^  appr°Ximate  number  of  emP|oyees  who  will  be  compensated  for  services  being 

the  expenditures  that  will  be  undertaken;  and 
when  the  plan  will  be  implemented;  and 

*  JfonraiSed  3  Val'd  exPectation  in  those  affec*ed  that  it  will  carry  out  the  restructuring  by  starting  to  implement  that 

plan  or  announcing  its  main  features  to  those  affected  by  it.  y  9  impiemeni  tnat 

A  restructuring  provision  includes  only  the  direct  expenditures  arising  from  the  restructuring  which  are  those  that  are  both- 

•  necessanly  entailed  by  the  restructuring;  and  iy,  wnicn  are  tnose  that  are  both. 

*  not  associated  with  the  ongoing  activities  of  the  municipality 

orfransferl'th^ls^Wiere^is^a'blnding^anangemenl6  "  ^  °’ "  ““  ‘s °“nn"»°d  <° •» 

"a“ifeS  rec°9"ised  in  en,i,y  “"’“na,l°"s  >'«  •<**&***  °°P«ately  ara 

•  the  amount  that  would  be  recognised  as  a  provision;  and 

*  the  amount  initially  recognised  less  cumulative  amortisation. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclcsed  in  note  38, 

A  financial  guarantee  contract  is  a  contract  that  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holder  for  a 
debt  inst™^entCaUSe  "  debt0r  failS  f°  make  P3yment  When  due  in  »ccorda™ Uh  the  originLTolTo^^^ 

L°an  commitment  is  a  firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

The  municipality  recognises  a  provision  for  financial  guarantees  and  loan  commitments  when  it  is  probable  that  an  outflow  nf 

benefts  and  sen,ice  pe,en,iai  wi" te  >° ee,,ie  <be  o°! 

iS  P,Cbab'e  in  ,eia,i°n  10  finanda'  9Uaran,eeS  'e°°"e°i°°s°">«  Indications  that 

•  financial  difficulty  of  the  debtor; 

•  defaults  or  delinquencies  in  interest  and  capital  repayments  by  the  debtor; 

breaches  of  the  terms  of  the  debt  instrument  that  result  in  it  being  pay’able  earlier  than  the  aqreed  term  and  the 
ability  of  the  debtor  to  settle  its  obligation  on  the  amended  terms*  and 

ttie  abiiity  (6'9  hi9h  in,ereS'  ra,es' ia,la,ion  and  “n°n'P'°yn'°n»  ttat  impact  on 

commitmenU  i'tSi is'considere^  bMSISate  obligation  aUeporting"  date 

S9ren,saesfe,heobtgar  “  ,ha'  "  — "  0'  —  ~ 

*  3nedam0Unt  determined  usin9  in  th0  Standard  of  GRAP  on  Provisions,  Contingent  Liabilities  and  Contingent  Assets; 

°!th5  ini!ially  reco9nised  less,  where  appropriate,  cumulative  amortisation  recognised  in  accordance 
with  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions.  recogn.seo  m  accordance 

1.16  Revenue  from  exchange  transactions 

IS  th?  9r0Sf  inflhW  °f  ec0n0mic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result  in  an 
increase  m  net  assets,  other  than  increases  relating  to  contributions  from  owners.  Ult  'n  3n 

?noxchan9e  transact,on  -s  °ne  in  which  the  municipality  receives  assets  or  services,  or  has  liabilities  extinquished  and  directlv 
g  approximately  equal  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other  party9 in  exchange.  ^ 
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1.16  Revenue  from  exchange  transactions  (continued) 

Fair  value  is  the  amount  for  which  an  asset  couid  be  exchanged,  or  a  iiability  settled,  between  knowledgeable,  willing  parties  in 
an  arm’s  length  transaction. 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 
Sale  of  goods 

Revenue  from  the  sale  of  goods  is  recognised  when  all  the  following  conditions  have  been  satisfied: 

•  the  municipality  has  transferred  to  the  purchaser  the  significant  risks  and  rewards  of  ownership  of  the  goods; 

•  the  municipality  retains  neither  continuing  managerial  involvement  to  the  degree  usually  associated  with 
ownership  nor  effective  control  over  the  goods  sold; 

•  the  amount  of  revenue  can  be  measured  reliably; 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality;  and 

•  the  costs  incurred  or  to  be  incurred  in  respect  of  the  transaction  can  be  measured  reliably. 

Rendering  of  services 

When  the  outcome  of  a  transaction  involving  the  rendering  of  services  can  be  estimated  reliably,  revenue  associated  with 
the  transaction  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the  reporting  date.  The  outcome 
of  a  transaction  can  be  estimated  reliably  when  all  the  following  conditions  are  satisfied: 

•  the  amount  of  revenue  can  be  measured  reliably; 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality; 

•  the  stage  of  completion  of  the  transaction  at  the  reporting  date  can  be  measured  reliably;  and 

■  the  costs  incurred  for  the  transaction  and  the  costs  to  complete  the  transaction  can  be  measured  reliably. 

When  services  are  performed  by  an  indeterminate  number  of  acts  over  a  specified  time  frame,  revenue  is  recognised  on  a 
straight  line  basis  over  the  specified  time  frame  unless  there  is  evidence  that  some  other  method  better  represents  the  stage  of 
completion.  When  a  specific  act  is  much  more  significant  than  any  other  acts,  the  recognition  of  revenue  is  postponed  until  the 
significant  act  is  executed. 

When  the  outcome  of  the  transaction  involving  the  rendering  of  services  cannot  be  estimated  reliably,  revenue  is  recognised 
only  to  the  extent  of  the  expenses  recognised  that  are  recoverable. 

Interest 

Revenue  arising  from  the  use  by  others  of  entity  assets  yielding  interest,  similar  distributions  is  recognised  when: 

•  It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality,  and 

•  The  amount  of  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surplus  or  deficit,  using  the  effective  interest  rate  method. 

Service  fees  inciuded  in  the  price  of  the  product  are  recogmsed  as  revenue  over  the  period  during  which  the  service  is 
performed. 

1.17  Revenuefrom  non-exchange  transactions 

Non-exchange  transactions  are  defined  as  transactions  where  the  entity  receives  value  from  another  entity  without  directly 
giving  approximately  equal  value  in  exchange. 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result  in  an 
increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a  liability  settled,  between  knowledgeable,  willing  parties  in 
an  arm’s  length  transaction. 
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1.17  Revenuefrom  non-exchange  transactions  (continued) 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 
Rates,  including  collection  charges  and  penalties  interest 

Revenue  from  rates,  including  collection  charges  and  penalty  interest,  is  recognised  when: 

munidpaH^yble  th<5  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 

•  the  amount  of  the  revenue  can  be  measured  reliably;  and 

•  there  has  been  compliance  with  the  relevant  legal  requirements. 

Changes  to  property  values  during  a  reporting  period  are  valued  by  a  suitably  qualified  valuator  and  adjustments  are  made  to 

[ates  revenue  isrecognlised'me  ^0*0"  h35"'  AdjUStme"tS 10  'ate8  revenue  alreadV  reco9-ed  JjoSZ  or  add^na- 

Fines 

Revenue  from  the  issuing  of  fines  is  recognised  when: 

it  !s  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipanty,  ano 

•  the  amcunt  of  the  revenue  can  be  measured  reliably. 

f*has  tW°  ^peS  of/mes1:  spot  fines  3nd  summonses.  There  is  uncertainty  regarding  the  probability  of  the  flow  of 
econom,c  benefits  or  service  P°tential  'n  resPec‘  of  spot  fines  as  these  fmes  are  usually  not  given  directly  to  an  offender 
Further  legal  processes  have  to  be  undertaken  before  the  spot  fine  is  enforceable.  In  respect  of  summonses  the  nublic 
prosecutor  can  decid  whether  to  waive  the  fine,  reduce  it  or  prosecute  for  non-payment  by  the  offender.  An  estimate  is  made 
for  the  revenue  amount  collected  from  spot  fines  and  summonses  based  on  past  experience  of  amounts  collected  Where  a 
reliable  estimate  cannot  be  made  of  revenue  from  summonses,  the  revenue  from  summonses  is  recognised  when  thepublic 
prosecutor  pays  over  to  the  entity  the  cash  actually  collected  on  summonses  issued. 

Levies 

Levies  are  recognised  as  revenue  when: 

munidpaHt jr'and18*  ^  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 

•  the  amount  of  the  revenue  can  be  measured  reliably. 

cnhmftt  ^3S?d  ?n  declaratlons  completed  by  levy  payers.  The  estimate  of  levies  revenue  when  a  levy  payer  has  not 
submitted  a  declaration  are  based  on  the  following  factors:  y  y 

the  extent  and  success  of  procedures  to  investigate  the  non-submission  of  a  declaration  by  defaulting  levy  pavers- 

internal  records  maintained  of  historical  comparisons  of  estimated  levies  with  actual  levies  received  from  individ’ual 
ievy  payers, 

•  historical  information  on  declarations  previously  submitted  by  defaulting  levy  payers;  and 

the  accuracy  of  the  database  of  levy  payers  as  well  as  the  frequency  by  whic-h  it  is  updated  for  changes. 

reveme5  ^  eStimat6S  made  When  more  reliabie  information  becomes  available  are  processed  as  an  adjustment  to  levies 
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1.17  Revenue  from  non-exchange  transactions  (continued) 

Government  grants 

Government  grants  are  recognised  as  revenue  when: 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality, 

•  the  amount  of  the  revenue  can  be  measured  reliably,  and 

•  to  the  extent  that  there  has  been  compliance  with  any  restrictions  associated  with  the  grant. 

The  municipality  assesses  the  degree  of  certainty  attached  to  the  flow  of  future  economic  benefits  or  service  potential  on  the 
basis  of  the  available  evidence.  Certain  grants  payable  by  one  level  of  government  to  another  are  subject  to  the  availability  of 
funds.  Revenue  from  these  grants  is  only  recognised  when  it  is  probable  that  the  economic  benefits  or  service  potential 
associated  with  the  transaction  will  flow  to  the  entity.  An  announcement  at  the  beginning  of  a  financial  year  that  grants  may  be 
available  for  qualifying  entities  in  accordance  with  an  agreed  programme  may  not  be  sufficient  evidence  of  the  probability  of  the 
flow.  Revenue  is  then  only  recognised  once  evidence  of  the  probability  of  the  flow  becomes  available. 

Restrictions  on  government  grants  may  result  in  such  revenue  being  recognised  on  a  time  proportion  basis.  Where  there  is  no 
restriction  on  the  period,  such  revenue  is  recognised  on  receipt  or  when  the  Act  becomes  effective,  which-ever  is  earlier. 

When  government  remit  grants  on  a  re-imbursement  basis,  revenue  is  recognised  when  the  qualifying  expense  has  been 
incurred  and  to  the  extent  that  any  other  restrictions  have  been  complied  with. 

Other  grants  and  donations 

Other  grants  and  donations  are  recognised  as  revenue  when: 

•  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality; 

•  the  amount  of  the  revenue  can  be  measured  reliably;  and 

•  to  the  extent  that  there  has  been  compliance  with  any  restrictions  associated  with  the  grant. 

If  goods  in-kind  are  received  without  conditions  attached,  revenue  is  recognised  immediately.  If  conditions  are  attached,  a 
liability  is  recognised,  which  is  reduced  and  revenue  recognised  as  the  conditions  are  satisfied. 

1.18  Borrowing  costs 

Borrowing  costs  are  interest  and  other  expenses  incurred  by  an  entity  in  connection  with  the  borrowing  of  funds. 

Borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

1.19  Unauthorised  expenditure 

Unauthorised  expenditure  means: 

•  overspending  of  a  vote  or  a  main  division  within  a  vote;  and 

•  expenditure  not  in  accordance  with  the  purpose  of  a  vote  or,  in  the  case  of  a  main  division,  not  in  accordance  with 
the  purpose  of  the  main  division. 

All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial  performance  in 
the  year  that  the  expenditure  was  mcurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense,  and 
where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.20  Fruitless  and  wasteful  expenditure 

Fruitless  expenditure  means  expenditure  which  was  made  in  vain  and  wouid  have  been  avoided  had  reasonable  care  been 
exercised. 

All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial 
performance  in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the 
expense,  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance. 
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1.21  Irregular  expenditure 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No  56  of  2003)  the 

“un'0lpai  AC'  'f0  N°  32  o,200°)'  antl  lhe  Publfc  Act  (Act  No.  20  OH998)  ojls  i„  contraventte,  of  Jhe 

economic  entitys  supply  chain  management  policy.  Irregular  expenditure  excludes  unauthorised  expenditure  Irreaular 

arrnnntfsf^f  'S  accounted  for as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered  it  is  subsequently 
accounted  for  as  revenue  in  the  Statement  of  Financial  Performance.  buusequenny 

1.22  Budget  information 

Municipa|ities  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  authorisations  (or  eauivalentt 
which  is  given  effect  through  authorising  legislation,  appropriation  or  similar. 

aGioiSX%TdoS  byud9riPali,y  Sha"  ^  inf°rma,IOn  V’he,he'  reE0Ur“s  obB™d  ond  “Ee0  in 

objeXes  V6d  'S  prepared  on  an  accrual  basis  and  presented  by  economic  classification  linked  to  performance  outcome 

The  approved  budget  covers  the  fiscal  period  from  2017/07/01  to  2018/06/30. 

f!nancial  statements  and  the  budget  are  on  the  same  basis  of  accounting  therefore  a  comparison  with  the  budqeted 
amounts  for  the  reporting  period  have  been  included  in  the  Statement  of  comparison  of  budget  and  actual  amounts. 

The  Statement  of  comparative  and  actual  information  has  been  included  in  the  annual  financial  statements  as  the 

determTn^cfby  Nati<ona|JTTeasury.the  and  the  bUd96t  3re  °n  the  Same  basis  of  accountin9  aa 

1 .23  Related  parties 

lrelatedparty  isa  person  or  an  entity  with  the  ability  to  control  or  jointly  control  the  other  party.  or  exercise  significant  influence 
over  the  other  party,  or  vice  versa,  or  an  entity  that  is  subject  to  common  control,  or  joint  control. 

Control  is  the  power  to  govern  the  financial  and  operating  policies  of  an  entity  so  as  to  obtain  benefits  from  its  activities. 

Joint  control  is  the  agreed  sharing  of  control  over  an  activity  by  a  binding  arrangement,  and  exists  only  when  the  strateaic 
venturers)and  °peratm9  decislons  relatin9  to  the  activity  require  the  unanimous  consent  of  the  partiesTharing  control  (the 

reS°UrCeS’  SerViCeS  “  0b"9a,i0hS  ““  'he  reportinfl  en"t>'  and  3  reietea  pert»' 
tTose'poNcies^6"06  IS  ^  P0Wer  *°  participate  in  the  financiai  and  operating  policy  decisions  of  an  entity,  but  is  not  control  over 

those?hTraTdaTitTmTenP™rSOnS  responsible  for  Piannin9.  directing  and  controlling  the  activities  of  the  municipality,  including 
perf orm^s u ch ^ un cti on s .  9°VemanCe  °f  the  municipailty  In  accordance  with  legislation,  in  instances  where  they  are  required  to 

CloSe  membersof  the  family  of  a  person  are  considered  to  be  those  family  members  who  may  be  expected  to  influence  or  be 
influenced  by,  that  management  in  their  dealings  with  the  municipality.  mnuence,  or  De 

is  exempt  from  disciosure  requirements  in  relation  to  related  party  transactions  if  that  transaction  occurs  within 
ma  suPPiier  and/or  client/recipient  relationships  on  terms  and  conditions  no  more  or  less  favourable  than  those  which  it  is 
reasonable  to  expec  the  mumcipality  to  have  adopted  if  dealing  with  that  individual  entity  or  person  in  the  same  circumstances 
and  terms  and  conditions  are  within  the  normal  operating  parameters  established  by  that  reporting  entity’s  legal  mandate. 

Where  the  mumcipality  is  exempt  from  the  disclosures  in  accordance  with  the  above,  the  municipality  discloses  narrative 
informafion  about  the  nature  of  the  transactions  and  the  related  outstanding  balances,  to  enable  users  of  the  entity’s  financial 
statements  to  understand  the  effect  of  related  party  transactions  on  its  annual  financial  statements. 
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1.24  Events  after  reporting  date 

Events  after  reporting  date  are  those  events,  both  favourable  and  unfavourable,  that  occur  between  the  reporting  date  and  the 
date  when  the  financial  statements  are  authorised  for  issue.  Two  types  of  events  can  be  identified: 

•  those  that  provide  evidence  of  conditions  that  existed  at  the  reporting  date  (adjusting  events  after  the  reporting  date); 
and 

•  those  that  are  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting  events  after  the  reporting 
date). 

The  municipality  will  adjust  the  amount  recognised  in  the  financial  statements  to  reflect  adjusting  events  after  the  reporting  date 
once  the  event  occurred. 

The  municipality  will  disclose  the  nature  of  the  event  and  an  estimate  of  its  financial  effect  or  a  statement  that  such  estimate 
cannot  be  made  in  respect  of  all  material  non-adjusting  events,  where  non-disclosure  could  influence  the  economic  decisions 
of  users  taken  on  the  basis  of  the  financial  statements. 

1 .25  Transfer  of  functions  between  entities  not  under  common  control 
Additional  text 

Control  is  the  power  to  govern  the  financial  and  operating  policies  of  another  entity  so  as  to  obtain  benefit  from  its  activities. 


A  transfer  of  functions  is  the  reorganisation  and/or  the  re-allocation  of  functions  between  entities  by  transferring  functions 
between  entities  or  into  another  entity. 

The  Municipality  accounts  for  each  transfer  of  functions  between  entities  not  under  common  control  by  applying  the  acquisition 
method. 


Applying  the  acquisition  method  requires: 

(a)  identifying  the  acquirer; 

(b)  determining  the  acquisition  date; 

(c)  recognising  and  measuring  the  identifiable  assets  acquired,  the  liabilities  assumed  and  any  non-controlling  interest 
in  the  acquiree;  and 

(d)  recognising  the  difference  between  (c)  and  the  consideration  transferred  to  the  seller 

The  acquisition  date  is  the  date  on  which  the  municipality  obtains  control  of  the  acquiree. 

Initial  recognition 

As  of  the  acquisition  date,  the  acquirer  shall  recognise,  the  identifiable  assets  acquired,  the  iiabilities  assumed  and  any  non- 
controlling  interest  in  the  acquiree. 


At  the  acquisition  date,  the  municipality  shal!  classify  or  designate  the  identifiable  assets  acquired  and  liabilities  assumed  as 
necessary  to  apply  other  Standards  of  GRAP  subsequent  to  the  acquisition  date.  The  municipality  shall  make  those 
classifications  or  designations  on  the  basis  of  the  terms  of  the  binding  arrangement,  economic  conditions,  its  operating  or 
accounting  policies  and  other  relevant  conditions  as  they  exist  at  the  acquisition  date 

The  municipality  measures  the  identifiable  assets  acquired  and  the  liabilities  assumed  at  their  acquisition  date  fair  values. 
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1.25  Transfer  of  functions  between  entities  not  under  common  control  (continued) 


Subsequent  measurement 


In  general,  an  acquirer  shall 
residual  interest  issued  in  a 
depending  on  their  nature. 


subsequently  measure  and  account  for  assets  acquired,  liabilities  assumed  or  incurred  and  the 
transter  of  functions  in  accordance  with  other  applicable  Standards  of  GRAP  for  those  items, 


38 


Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2018 

Notes  to  the  Annuai  Financial  Statements 

Figures  in  Rand  "  2018  201? 


2.  New  standards  and  interpretations 

2.1  Standards  and  interpretations  effective  and  adopted  in  the  current  year 


ln  the  current  year,  the  municipality  has  adopted  the  following  standards  and  interpretations  that  are  effective  for  the  current 
financial  year  and  that  are  relevant  to  its  operations: 


Standard/  Interpretation: 


Effective  date:  Expected  impact: 

Years  beginning  on  or 

after 


2.2  Standards  and  Interpretations  early  adopted 

The  municipality  has  chosen  to  early  adopt  the  following  standards  and  interpretations: 


Standard/  Interpretation: 


•  GRAP  34:  Separate  Financial  Statements 

•  GRAP  35:  Consolidated  Financial  Statements 

•  GRAP  36:  Investments  in  Associates  and  Joint  Ventures 

•  GRAP  37:  Joint  Arrangements 

•  GRAP  38:  Disclosure  of  Interests  in  Other  Entities 

•  Guideline:  Accounting  for  Arrangements  Undertaken  i.t.o 
the  National  Housing  Programme 

•  GRAP  110:  Living  and  Non-living  Resources 

•  GRAP  110  (as  amended  2016):  Living  and  Non-living 

Resources 

•  IGRAP  19:  Liabilities  to  Pay  Levies 

•  GRAP  12  (as  amended  2016):  Inventories 

•  GRAP  16  (as  amended  2016);  Investment  Property 

•  GRAP  17  (as  amended  2016):  Property,  Plant  and 

Equipment 

•  GRAP  26  (as  amended  2016):  Impairment  of  cash- 

generating  assets 

•  GRAP  27  (as  amended  2016):  Agriculture 

•  GRAP  31  (as  amended  2016):  Intangible  Assets 

•  GRAP  103  (as  amended  2016).  Heritage  Assets 

°  Directive  12:  The  Selection  of  an  Appropriate  Reporting 
Framework  by  Public  Entities 


Effective  date: 

Years  beginning  on  or 
after 

01  April  2099 

01  April  2099 

01  April  2099 

01  April  2099 

01  April  2099 

01  April  2099 

01  April  2020 

01  April  2020 

01  April  2019 

01  April  2018 

01  April  2018 
01  April  2018 

01  April  2018 

01  April  2018 

01  April  2018 
01  April  2018 
01  April  2018 


Expected  impact: 


Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikeiy  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
materiai  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 


Unlikely  there  will  be  a 
material  impact 


2.3  Standards  and  interpretations  issued,  but  not  yet  effective 


The  municipality  has  not  applied  the  following  standards  and  interpretations,  which  have  been  published  and  are  mandatory 
for  the  municipality's  accounting  periods  beginning  on  or  after  01  July  2018  or  later  periods: 


Standard  /  Interpretation: 


*  GRAP  20:  Related  parties 


Effective  date:  Expected  impact: 

Years  beginning  on  or 

after 

01  April  2019  Unlikely  there  will  be  a 

material  impact 
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2. 


New  standards  and  interpretations  (continued) 

•  GRAP  106  (as  amended  2016);  Transfers  of  functions 
between  entities  not  under  common  control 

*  GRAP  107:  Mergers 


01  April  2019 
01  April  2019 


GRAP  108:  Statutory  Receivables 


01  April  2019 


•  GRAP  109:  Accounting  by  Principals  and  Agents  01  April  2019 


•  IGRAP  18:  Interpretation  of  the  Standard  of  GRAP  on  01April2019 
Recognition  and  Derecognition  of  Land 


Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
Unlikely  there  will  be  a 
material  impact 
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Figures  in  Rand 


2017 


4.  Investment  property 


2018 

2017 

Investment  property 

Cost/ 

Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Cost  / 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

238  995 

(127  222)  111  773 

238  995 

(121  798)  117  197 

Reconciliation  of  investment  property  -  2018 


Investment  property 


Reconciliation  of  investment  property  -  2017 


Opening 
balance 
117  197 


Depreciation 
(5  424) 


Total 
1 1 1  773 


Investment  property 


Opening  Depreciation 
balance 

120  950  (3  753) 


Total 

117  197 


A  register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Manaqement  Act 
inspection  at  the  registered  office  of  the  municipality. 


is  available  for 
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Mthonjaneni  Locai  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  201 8 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2017 

8.  Employee  benefit  obligations 

Defined  benefit  plan 

The  plan  is  a  a  post  employment  medica!  benefit  plan. 

Changes  in  the  present  value  of  the  defined  benefit  obligation  are  as  follows: 

Opening  balance 

2  740  001 

2  544  047 

Net  expense  recognised  in  the  statement  of  financial  performance 

21  000 

195  954 

2  761  001 

2  740  001 

Net  expense  recognised  in  the  statement  of  financial  performance 

Current  service  cost 

204  000 

224  791 

Interest  cost 

284  000 

247  141 

Actuarial  (gains)  lcsses 

(347  000) 

(158  978) 

Expected  return  on  reimbursement  rights 

(120  000) 

(117  000) 

21  000 

195  954 

Calculation  of  actuarial  gains  and  losses 

Actuarial  (gains)  losses  -  Obligation 

Key  assumptions  used 

(21  000) 

(195  954) 

Assumptions  used  at  the  reporting  date: 

Discount  rates  used 

9,05  % 

10,16  % 

Medical  cost  trend  rates 

7,37  % 

8,75  % 

Expected  increase  in  salaries 

1,57  % 

0,93  % 

Expected  pension  increases 

5,68  % 

6,19  % 

Proportion  of  employees  opting  for  eariy  retirement 

3,37  % 

3,37  % 

9.  Inventories 

Consumable  stores 

543  824 

353  814 

Maintenance  materials 

- 

65  133 

543  824 

418  947 

10.  Receivables  from  non-exchange  transactions 

Fines 

17  009  977 

13  356  290 

Other  non-exchange  receivable  (Ntambanana  Split) 

5  715  430 

5  715  430 

Consumer  debtors  -  Rates 

14  931  836 

9  798  052 

37  657  243 

28  869  772 

Reconciliation  of  provision  for  impairment  traffice  fines 

Opening  balance 

(70  120  525) 

(45  296  848) 

Provision  for  impairment 

(2  679  300) 

(24  823  677) 

(72  799  825) 

(70  120  525) 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZN  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2017 

11.  Property  rates  debtors  disclosure 

Gross  balances 

Consumer  debtors  -  Rates 

18  794  842 

12  636  162 

Less:  Allowance  for  impairment 

Consumer  debtors  -  Rates 

(3  863  006) 

(2  838  110) 

Net  balance 

Consumer  debtors  -  Rates 

14  931  836 

9  798  052 

Rates 

31-60  days 

61  -  90  days 

91  -  120  days 

121  ->365  days 

Less  allowance  for  impairment 

488  515 

412  788 

306  396 

17  587  143 
(3  863  006) 

25  937 
474  777 
459  512 

1 1  675  936 
(2  838  110) 

14  931  836 

9  798  052 

Reconciliation  of  allowance  for  impairment 

Balance  at  beginning  of  the  year 

Contributions  to  allowance 

(2  838  110) 

(1  024  895) 

(579  398) 
(2  258  712) 

(3  863  005) 

(2  838  110) 

12.  VAT  receivable 

VAT 

3  803  731 

3  439  364 

1 3.  Consumer  debtors 

Gross  balances 

Electricity 

Refuse 

Other 

5  160  783 

1  208  1 1 1 

160  915 

3  560  441 

1  315  544 
100  915 

6  529  809 

4  976  900 

Less:  Allowance  for  impairment 

Electricity 

Refuse 

(471  831) 

(484  888) 

(334  276) 
(359  336) 

(956  719) 

(693  612) 

Net  balance 

Electricity 

Refuse 

Other 

4  688  952 

723  223 

160  915 

3  226  165 
956  208 
100  915 

5  573  090 

4  283  288 

Included  in  above  is  receivables  from  exchange  transactions 

Electricity 

Refuse 

Other 

4  688  952 

723  223 

160  915 

3  226  165 
956  021 

100  915 

5  573  090 

4  283  101 
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Annual  Financial  Statements  for  the  year  ended  30  June  2018 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2017 

1 3.  Consumer  debtors  (continued) 

Net  balance 

5  573  090 

4  283101 

Electricity 

Current  (0  -30  days) 

59  239 

1  738  805 

31-60  days 

38  514 

442  950 

61-90  days 

407  581 

83  460 

91-120  days 

290  514 

54  741 

121  -365  days 

4  442  847 

906  209 

Credit  balances 

(77  912) 

Less  allowance  for  impairment 

(471  831) 

- 

4  688  952 

3  226  165 

Refuse 

Current  (0  -30  days) 

38  290 

83123 

31-60  days 

89  340 

62  120 

61  -  90  days 

25  217 

26  766 

91-120  days 

57  338 

24  079 

121  -  365  days 

997  926 

760  120 

Less  allowance  for  impairment 

(484  888) 

- 

723  223 

956  208 

Other 

Current  (0  -30  days) 

160  915 

100  915 

Reconciliation  of  allowance  for  impairment 

Balance  at  beginning  of  the  year 

(693  612) 

(201  378) 

Contributions  to  allowance 

(263  107) 

(492  234) 

14.  Cash  and  cash  equivalents 

(956  719) 

(693  612) 

Cash  and  cash  equivalents  consist  of: 

Cash  on  hand 

753 

244 

Bank  baiances 

3  679  447 

3  757  192 

Short-term  deposits 

16  524  499 

3  680  200 

20  281  935 
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Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


2018  2017 


14.  Cash  and  cash  equivalents  (continued) 

The  municipality  had  the  following  bank  accounts 


Account  number  /  description 

First  National  Bank  -  Current 
(Main)- 549800061 17 
First  National  Bank  -  Current  - 
62330032470 

Investec  -  Call  Account  - 1 10- 
435097-501 

First  National  Bank  -  Fixed 
deposit  -  71245040078 
First  National  Bank  -  Call 
Account  -  62051262146 
First  National  Bank  -  Call 
Account -  62532063204 
Investec  -  Wholesale  Deposit  - 
1100-435097-451 

Total 


30  June  2018  30 

1  528  893 

3  550 
59  405 
1  540  000 
499  350 
25  952 

3  657  150  20  260  664 


1  749  594 

1  551  189 

9  350 

3  550 

10  056  219 

59  405 

1  540  000 

1  540  000 

499  543 

499  351 

3  172  964 

25  952 

25  374  938 

42  402  608  3  679  447 


3  690  198 

1  816  559 

66  995 

9  650 

1 1  099  769 

10  056  219 

1  540  000 

1  540  000 

499  543 

499  543 

3  385  187 

3  172  964 

- 

25  374  938 

20  281  692 

42  469  873 

Bank  statement  balances  Cash  book  balances 

June2017  30June2016  30June2018  30June2017  30June2016 

3  669  170 

66  995 
11  099  769 
1  540  000 
499  543 
3  385  187 


15.  Unspent  conditional  grants  and  receipts 


Unspent  conditional  grants  and  receipts  comprises  of: 

Unspent  conditional  grants  and  receipts 
COGTA  Grant 

See  note  25  for  reconciliation  of  grants  from  National/Provincial  Government. 


17  134  17  134 
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Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  ~  2018  2017 


16.  Provisions 

Reconciliation  of  provisions  -  2018 


Environmental  rehabilitation 

Provision  for  bonus 

Provision  for  leave  pay 

Long  service  awards 

Opening 

Balance 

3  157  206 
579  121 

2  366  801 

1  482  000 

Additions 

71  888 

595  671 
360  794 

Utilised 
during  the 
year 

(207  987) 
(202  031) 
(62  794) 

Change  in 
discount 
factor 

98  189 

Total 

3  327  283 
371  134 
2  760  441 

1  780  000 

7  585  128 

1  028  353 

(472  812) 

98  189 

8  238  858 

Reconciliation  of  provisions  -  2017 

Opening 

Balance 

Additions 

Reversed 
during  the 
year 

Change  in 
discount 
factor 

Total 

Environmental  rehabilitation 

3  545  585 

- 

(459  291) 

70  912 

3  157  206 

Provision  for  bonus 

409  492 

169  629 

_ 

_ 

579  121 

Provision  for  leave  pay 

1  950  059 

416  742 

_ 

_ 

2  366  801 

Long  service  awards 

1  122  162 

359  838 

- 

- 

1  482  000 

7  027  298 

946  209 

(459  291) 

70  912 

7  585128 

Non-current  liabilities 
Current  liabilities 


1 7.  Payables  from  exchange  transactions 

Trade  payables 

Amounts  received  in  advance 

Retentions 

Third  parties  -  payroll 

Other  payables 


18.  Consumer  deposits 

Electricity 
Housing  rental 


19.  Revenue 
Service  charges 

Rental  of  facilities  and  equipment 
Licences  and  permits 
Other  income 

Interest  received  -  investment 
Property  rates 

Property  rates  -  penalties  imposed 
Government  grants  &  subsidies 
Fines,  Penalties  and  Forfeits 


5  107  283 
3  131  575 

8  238  858 


7  633  084 
927  035 
1  470  315 
1  829  573 
881  792 


12  741  799 


745  726 
334  924 


1  080  650 


21  984  542 
226  610 
1  671  732 
1  065  676 
1  367  140 
11  431  084 
1  158  439 
111  648  000 
9  006  350 

159  559  573 


4  639  206 
2  945  922 


7  585128 


4  190  943 
1  809  910 
4  536  997 


10  537  850 


714012 
337  599 


1  051  611 


19  889  514 
228  853 

1  924  433 
3  980  294 

2  176  370 
9  788  938 
1  045  586 

108  783  058 
31  617  600 

179  434  646 
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Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2017 

1 9.  Revenue  (continued) 

The  amount  included  in  revenue  arising  from  exchanges  of  goods  or 
services  are  as  follows: 

Service  charges 

Rental  of  facilities  and  equipment 

Licences  and  permits 

Other  income  -  (rollup) 

Interest  received  -  investment 

21  984  542 
226  610 

1  671  732 

1  065  676 

1  367  140 

19  889  514 
228  853 

1  924  433 

3  980  294 

2  176  370 

26  315  700 

28  199  464 

The  amount  included  in  revenue  arising  from  non-exchange  transactions 
is  as  follows: 

Taxation  revenue 

Property  rates 

Property  rates  -  penalties  imposed 

Transfer  revenue 

Government  grants  &  subsidies 

Fines,  Penalties  and  Forfeits 

1 1  431  084 

1  158  439 

1 1 1  648  000 

9  006  350 

9  788  938 

1  045  586 

108  783  058 
31  617  600 

133  243  873 

151  235  182 

20.  Service  charges 

Service  charges 

Sale  of  electricity 

Refuse  removal 

512  520 

19  976  469 

1  495  553 

81  379 
18  390  461 

1  417  674 

21  984  542 

19  889  514 

21 .  Rental  of  facilities  and  equipment 

Facilities  and  equipment 

Rank  and  stall  fees 

Commonage  rent 

Hire  of  hall 

Staff  housing 

139  284 

61  053 

26  273 

140 
148  298 

46  609 

33  806 

226  610 

228  853 

22.  Other  income 

Profit  on  sale  of  assets 

Sundry  income 

Building  plan  fees 

Cemetry  fees 

Rates  clearance  certificates 

Hoarding 

Photocopying 

Valuation  certificates 

Insurance  claims 

Rezoning 

239  345 

12  062 

24  484 

211 

10  443 

20  698 

105 

758  328 

228  268 

3  567  404 

30  332 

13  952 

5  219 

15  069 

22  255 

96  690 

1  105 

1  065  676 

3  980  294 
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23.  Investment  revenue 


Interest  revenue 


Short  term  deposits 

684  487 

2  176  370 

Bank 

682  653 

- 

24.  Property  rates 

1  367  140 

2  176  370 

Rates  received 

Residential 

1  528  955 

2  437  527 

Commercial 

5  397  858 

4  931  675 

State 

3  750  907 

1  124  433 

Agriculture 

557  272 

1  129  610 

Public  service  infrastructure 

85 

20 

Vacant  land 

196  007 

165  673 

11  431  084 

9  788  938 

Property  rates  -  penalties  imposed 

1  158  439 

1  045  586 

12  589  523 

10  834  524 

Valuations 

Residential 

332  664  000 

396  992  000 

Commercial 

387  567  000 

365  010  000 

State 

290  910  000 

217  513  000 

Municipal 

62  321  532 

69  056  232 

Places  of  worship 

9  730  000 

9  835  000 

Agriculture 

905  373  000 

927  368  000 

Public  benefit  organisation 

_ 

320  000 

Public  service  infrastructure 

23  000 

91  300 

Vacant  land 

13  086  688 

13  262  688 

2  001  675  220 

1  9S9  448  220 

Valuations  on  land  and  buildings  are  performed  every  4  years.  The  last  general  valuation  came  into  effect  on  1  July  2015. 
Interim  valuations  are  processed  on  an  annual  basis  to  take  into  account  changes  in  individual  property  values  due  to 
alterations  and  subdivisions. 

The  new  general  valuation  will  be  implemented  on  01  July  2019. 
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Notes  to  the  Annuaf  Financial  Statements 


Figures  in  Rand 

2018 

2017 

25.  Government  grants  and  subsidies 

Operating  grants 

Equitable  share 

Expanded  public  works  programme  (EPWP) 

Financial  management  grant  (FMG) 

KZN  Libraries,  Archives  &  Museums  Grant 

Waste  grant 

Municipal  Demarcation  Transition  Grant 

67  317  000 

2  222  000 

2  850  000 
771  000 

6  210  000 

59  349  000 

2  161  000 

2  738  000 
738  000 
83  058 

6  315  000 

79  370  000 

71  384  058 

Capital  grants 

Municipal  infrastructure  grant  (MIG) 

Integrated  National  Electrification  Grant  (INEG) 

24  278  000 

8  000  000 

28  899  000 

8  500  000 

32  278  000 

37  399  000 

111  648  000 

108  783  058 

Municipal  Infrastructure  Grant  (MIG) 

Current-year  receipts 

Conditions  met  -  transferred  to  revenue 

24  278  000 
(24  278  000) 

28  899  000 
(28  899  000) 

Integrated  National  Electrification  Grant  (INEG) 

Current-year  receipts 

Conditions  met  -  transferred  to  revenue 

8  000  000 
(8  000  000) 

8  500  000 
(8  500  000) 

Library  Grant 

Current-year  receipts 

Conditions  met  -  transferred  to  revenue 

771  000 
(771  000) 

738  000 
(738  000) 

Expanded  Public  Works  Progarm  Grant  (EPWP) 

Current-year  receipts 

Conditions  met  -  transferred  to  revenue 

2  222  000 
(2  222  000) 

2  161  000 
(2  161  000) 

Demarcation  Transition  Grant 

Current-year  receipts  -  2017/18  allocation 

Current  year  receipts  -  Reimbursement  for  2015/16  period  expenditure 

Conditions  met  -  transferred  to  revenue 

3  424  000 

2  786  000 
(6  210  000) 

6  315  000 

(6  315  000) 

During  the  2015/16  period  the  municipality  was  gazetted  to  receive  a  demarcation  grant  ailocation  which  was  not  received 
inTe  currentyearXPend,tUre  ^  mCUrred  based  on  ori9inal  gazette  and  claimed  from  COGTA.  The  claim  was  reimbursed 
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Figures  in  Rand  ^  2018  2017 

25.  Governmentgrants  and  subsidies  (continued) 

Finance  Management  Grant  (FMG) 

Current-year  receipts  2  850  000  2  738  000 

Conditions  met  -  transferred  to  revenue  (2  850  000)  (2  738  000) 


COGTA  Grant 

Balance  unspent  at  beginning  of  year  17  134  176  776 

Conditions  met  -  transferred  to  revenue  _  ^59  542) 

17  134  _  17  134 

Waste  Grant 

Current-year  receipts  _  q58 

Conditions  met  -  transferred  to  revenue  _  (33  q5q) 
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Figures  in  Rand 


26.  Employee  related  costs 


ɓasic 

ɓonus 

Medical  aid  -  company  contributions 
UIF 

SALGA 

Leave  pay  provision  charge 

Allowances 

Overtime 

Group  life  insurance 
Defined  contribution  plans 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowances 

Long-service  awards 

Housing  benefits  and  allowances 

Skills  development  levy 


Remuneration  of  municfpal  manager 

Annual  Remuneration 
Car  Allowance 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Remote  allowance 

Skills 


Remuneration  of  chief  finance  officer 

Annual  Remuneration 
Car  Allowance 
Performance  ɓonuses 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Remote  allowance 

Skills 

Other 


Remuneration  of  director  technicaf  services 

Annual  Remuneration 
Car  Allowance 
Performance  Bonuses 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Remote  allowance 

Other 

Skills 


Remuneration  of  director  corporate  services 

Annual  Remuneration 
Car  Allowance 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Skills 

Other 


27  016  800 

23  455  715 

1  826  755 

504  243 

1  915124 

1  256  001 

279  146 

190  870 

13  274 

10  583 

476  597 

359  838 

1  943  397 

344  465 

1  759  122 

1  409  661 

46152 

_ 

3  475  630 

2  557  153 

3  594  411 

2  048  463 

62  794 

94  057 

109  441 

651  876 

394  483 

311  771 

42  913  126  33  194  696 


903  518 

1  580  947 

150  000 

270  204 

1  785 

2  597 

42  191 

- 

10  777 

18123 

1  108  271 

1  871  871 

604  023 

730  352 

233  512 

219  862 

- 

123  626 

1  785 

55  281 

33  501 

_ 

9  095 

10  448 

63  016 

37  953 

344  932 

1  177  522 

331  497 

1  114  757 

105  000 

303  636 

- 

61  813 

1  041 

68  613 

17  300 

_ 

9  000 

23  176 

4  427 

81  481 

468  265 

1  653  476 

75  134 

782  401 

20  645 

249  204 

387 

73  219 

1  388 

10  324 

3  745 

33192 
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26.  Employee  related  costs  (continued) 

other  31  545 

1 32  844  1  148  340 


Remuneration  of  director  community  services 


Annual  Remuneration  543  403  728  505 

Car  Allowance  150  000  232  676 

Contributions  to  UIF,  Medical  and  Pension  Funds  1  785  75  713 

Remote  allowance  31  395 

0tl?er  72  000  69  192 

Skllls  7  771  10  905 


806  264  1  116  991 


27.  Remuneration  of  councillors 

Executive  Mayor  424  084  380  037 

Deputy  Executive  Mayor  343  937  326  379 

Mayoral  Committee  Members  937  856  822  646 

Speaker  34g  194  311  029 

Counciliors  4  921  798  4  038  310 

Councillors,  pension  contribution  606  41 0  562  21 7 


7  637  279  6  440  618 


In-kind  benefits 


The  Executive  Mayor,  Deputy  Mayor,  Speaker  and  Mayoral  Committee  Members  are  part-time.  Each  is  provided  with  an 
office  and  secretarial  support  at  the  cost  of  the  Council. 

The  Mayor,  Speaker  and  the  Deputy  Mayor  each  have  the  use  of  separate  Council  owned  vehicles  for  official  duties. 

The  Mayor,  Deputy  Mayor  and  Speaker  each  have  two  full-time  bodyguards. 

28.  Depreciation  and  amortisation 


Property,  plant  and  equipment 

15  199  079 

14  319  197 

Investment  property 

40  828 

Intangibie  assets 

45  501 

39  707 

15  244  580 

14  399  732 

29.  Bulk  purchases 

Electricity 

21  540  968 

20  223  309 

30.  Contracted  services 

Information  Technology  Services 

38  025 

Operating  Leases 

759  957 

1  108  993 

Specialist  Services 

1  172  537 

2  121  623 

OtherContractors 

3  817  299 

5  787  818 

3  230  616 
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31,  General  expenses 


Advertising 
Annual  report 

Assessment  rates  &  municipal  charges 

Assets  expensed 

Auditors  remuneration 

Bank  charges 

Bursaries 

Cleaning 

Conferences  and  seminars 

Consulting  and  professional  fees 

Consumables 

Contribution  to  provisions 

Cuftural/Sports  activities 

Disaster  management 

Electricity 

EPWP  Stipends 

Fuel  and  oil 

Hfre 

Horticulture 
IT  expenses 
Indigent  support 
Informal  traders 
Inspection  fees 
Insurance 
LED  projects 

Magazines,  books  and  periodicals 

Management  fees 

Medical  expenses 

Other  expenses 

Indigent  Burial 

Printing  and  stationery 

Protective  clothing 

Public  participation 

Refuse 

Repairs  and  maintenance 

Security  (Guarding  of  municipal  property) 

Software  expenses 

Special  programmes 

Staff  development 

Staff  welfare 

Subscriptions  and  membership  fees 
Telephone  and  postage 
Training 

Transportand  freight 
Travel  and  subsistence 
Grants  expenditure 
Workmen's  compensation 
Ward  committees 
Water 

Youth  activities 


32.  Fair  value  adjustments 
Biological  assets  -  (Fair  value  model) 


4  296  498 

20  313 
581  643 
2  379  248 
114  788 
592  830 


4  803  666 
1  610  668 

4  621  032 
2  095  997 

526  342 

2  999  193 
1  764  133 

113  466 

56  268 
5  799 

23  059 
412  683 
1  221  793 
258  204 
41  313 
28  430 
4  803 
910  937 
1  210  058 
1  229  924 
359  497 
615  329 

3  956  652 

5  393  180 
279  695 


259  709 
502  400 
1  327  351 
776  435 

1  375  235 

243  798 
1  951  047 
74  736 


49  038  152 


887  371 
133  800 
14  107 
447  963 
1  737  345 
63  775 
564  465 
270  891 

1  659  545 

2  064  637 
420  995 

28  154  501 
1  576  069 
326  602 


886  844 

50  411 
2  043 
72  167 
5210 
2  153 
302  899 
1  357  305 


3  748  647 
593  243 
717  209 
314  537 
343  595 
370  873 
8  493  695 
3  444  684 

162  910 
272  584 
470  825 
510  816 
1  035  745 
1  600 
245  133 
1  896  116 
11  593  042 
250  400 
1  498  452 

478  167 
77  443  371 


(1  260  378)  197  961 
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Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand  2018  2017 


33.  Auditors'  remuneration 

Fees  2  379  248  1  737  345 

34.  Cash  generated  from  operations 

SurPlus  16  116  272  79  187  784 

Adjustments  for: 

Depreciation  and  amortisation  15  244  580  14  377  622 

Fair  value  adjustments  1  260  378  (197  961) 

Impairment  deficit  _  56  921 

Movements  in  retirement  benefit  assets  and  liabilities  21  000  195  954 

Movements  in  provisions  653  730  141  088 

Other  non-cash  items  170  789 

Additions  through  transfer  of  functions  _  (48  075  514) 

Changes  in  working  capital: 

Inventories  (124  877)  40  691 

Consumer  debtors  (1  289  802)  152 197 

Other  receivables  from  non-exchange  transactions  (8  787  471)  (4  198  040) 

Payables  from  exchange  transactions  2  203  949  4  313  509 

VAT  (364  367)  (2  451  842) 

Unspent  conditional  grants  and  receipts  _  (159  642) 

Consumer  deposits  29  039  25  721 

25  1 33  220  43  418  488 
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35.  Financial  instruments  disclosure 
Categories  of  financial  instruments 
2018 

Financial  assets 


Atfair  value 

At  amortised 

Total 

Other  receivables  from  non-exchange  transactions 

Consumer  debtors 

Cash  and  cash  equivalents 

3  680  200 

cost 

37  657  243 

5  573  090 

37  657  243 
5  573  090 

3  680  200 

3  680  200 

43  230  333 

46  910  533 

Financial  liabilities 

At  amortised 

Total 

Other  financial  Jiabilities 

Trade  and  other  payables  from  exchange  transactions 

cost 

12  421  673 

12  613  722 

12  421  673 
12  613  722 

25  035  395 

25  035  395 

2017 

Financial  assets 

Atfair  value 

At  amortised 

Total 

Other  receivables  from  non-exchange  transactions 

Consumer  debtors 

Cash  and  cash  equivalents 

20  281  935 

cost 

28  869  772 

4  283  288 

28  869  772 

4  283  288 
20  281  935 

20  281  935 

33  153  060 

53  434  995 

Financial  liabiiities 

At  amortised 

Total 

Other  financial  liabilities 

Trade  and  other  payables  from  exchange  transactions 

cost 

9  027  073 

13  330  252 

9  027  073 
13  330  252 

22  357  325 

22  357  325 
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Figures  in  Rand 


36.  Transfer  of  functions  between  entities  not  under  common  controi 
Transfer  of  function  from  Ntambanana 

ln  terms  of  Section  21  of  the  Local  Government:  Municipal  Demarcation  Act  27  of  1998,  the  Municipal  Demarcation  Board  has 
re-determined  the  municipal  boundaries  of  Ntambanana  Local  Municipality  (KZN283)  and  Mthonjaneni  Local  Municipality 
(KZN285)  as  per  demarcation  no.  DEM4154  and  read  together  with  Provincial  Gazette  no.  1594  (Provincial  Notice  19  of  2016). 

The  redemarcation  of  municipal  boundaries  resulted  in  Ntambanana  Municipality  being  dissolved  and  wards  redistributed  to 
three  municipalities,  namely  Mhlatuze,  Mfolozi  and  Mthonjaneni.  On  the  3rd  of  August  2016  local  government  elections  took 
place  and  a  new  council  was  formed  which  incorporated  four  wards  from  Ntambanana  Municipality  due  to  the  demarcation 
processes.  As  a  result  of  the  above  events  Mthonjaneni  received  12  employees,  Assets  (moveable  and  immovable)  and 
Liabilities.  The  total  net  assets  transferred  to  Mthonjaneni  Municipality  as  at  10  August  2016  is  R  49  367  379. 

Summary  of  net  assets  transferred  to  Mthonjaneni  Municipality 

Property,  plant  and  equipment 
Current  tax  receivable 

Other  receivables  from  non-exchange  transactions 
Cash  and  cash  equivalents 
Unspent  conditional  grants  and  receipts 
Provisions 

Payables  from  exchange  transactions 


Gain  or  loss  recognised  in  current  reporting  period 


42  722  346 
885  283 
145  037 
6  505  691 
(83  058) 
(89  943) 
(717  977) 

49  367  379 
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Figures  in  Rand 


37.  Commitments 

Authorised  capital  expenditure 

Already  contracted  for  but  not  provided  for 
♦  Property,  plant  and  equipment 

Total  capital  commitments 

Already  contracted  for  but  not  provided  for 

Operating  leases  -  as  lessee  (expense) 

Minimum  lease  payments  due 

-  within  one  year 

-  in  second  to  fifth  year  inclusive 


- igjjicociu  leinais  payaDie  Dy  tne 

phototocopiers  and  motor  vehicles.  No  contingent  rent  is  payable. 

Operating  ieases  -  as  lessor  (income) 

Minimum  lease  payments  due 

-  within  one  year 

-  in  second  to  fifth  year  inclusive 

-  later  than  five  years 


- ^  - - - -  .t  1 1 viu  iu  ydiciaie  1 1 

are  no  contingent  rents  receivable. 

38.  Contingencies 

There  were  no  pending  litigation  cases  as  at  30  June  2018'. 


2018 


2017 


25  666  527 


13  821  538 


25  666  527 

13  821  538 

1  277  023 

2  228  945 

3  505  968 

1  332  450 

2  336  343 

3  668  793 

i  of  its  telephone 

equipment, 

67  668 

53  111 

122  168 
508  317 
225186 

120  779 

855  671 

;  are  non-cancellable  and  there 
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Figures  in  Rand  2018  2017 

39.  Related  parties 
Related  party  balances 


The  following  councillors  and  key  management  owed  the  municipality  in  respect  of  traffic  fines  as  at  30  June  2018 
Councillors 


Cllr  S.B.K  Biyela  (Mayor) 

500 

300 

Cllr  P.E  Ntombela  (Deputy  Mayor) 

2  350 

2  300 

Cllr  N.A  Mbatha  (Speaker) 

2  900 

2  900 

Cllr  M.N  Ndlangamandla 

4  950 

4  950 

Cllr  H.K.L  Zungu 

10  250 

8  950 

Cllr  E.M  Masikane 

1  850 

1  850 

Cllr  J  Mlawu 

1  450 

1  250 

Cllr  M.E  Zulu  -  Deceased 

3  100 

3  100 

Cllr  S.B  Sibiya 

5  800 

Cllr  D.FXulu 

600 

450 

Cllr  D.M.O  Ngcobo  -  Deceased 

6  950 

6  050 

CllrT.F  Zincume 

150 

150 

CllrT.E  Mpungose 

200 

200 

Cllr  D.M  Dludla 

5  600 

CllrZ.A  Sibiya 

400 

400 

Cllr  B.M.T  Sibiya 

5  900 

Cllr  E.M  Mthembu  -  Terminated 

3  850 

3  050 

Directors 

51  000 

41  700 

Mr  P.P  Sibiya  (Municipal  Manager) 

26  000 

21  150 

Mr  Z.S  Mthethwa  (Director  Community  Services) 

5  450 

5  300 

Mrs  P.M  Manqele  (Director  Corporate  Services)  -  Resigned 

7  400 

7  400 

Mr  K.N  Mthethwa  (Chief  Financial  Officer)  -  Resigned 

1  900 

3150 

Mrs  S.  Mchunu  (Director  Technical  Services) 

950 

41  700 

37  000 

40.  Prior  period  errors 

During  the  financial  period  ended  30  June  2017,  a  re-demarcation  process  occurred  which  resulted  in  Ntambanana 
Muncipality  being  split.  It's  assets  and  liabilities  were  taken  over  by  3  municipalities,  one  of  which  was  Mthonjaneni 
Municipality.  A  portion  of  Ntambanana  Municipality’s  bank  accounts  was  allocated  to  Mthonjaneni  Municipality  to  the  tune 
of  R  5  715  430.  In  the  prior  year,  the  amount  of  R  5,715,430  was  included  under  Cash  and  Cash  Equivalents  by  the 
Municipality. 


As  at  30  June  2018,  the  amount  has  not  been  received  from  KZN  COGTA  due  to  a  delay  in  the  allocation  directive's 
implementation.  The  balance  has  therefore  been  reallocated  from  Cash  and  Cash  Equivalents  to  Receivables  from  Non- 
Exchange  transactions  in  order  to  reflect  the  balance's  true  nature  as  it  is  not  a  Cash  Equivalent. 

There  was  Land  identified  in  the  Valuation  Roll  as  being  under  the  ownership  of  the  Municipality  which  was  not  included  in 
the  Fixed  Asset  Register.  These  properties  have  been  recognised  accordingly. 

There  were  Investment  Properties  which  were  included  in  the  Fixed  Asset  Register  but  are  not  owned  by  the  Municipality. 
The  depreciation  previously  recoginised  for  the  period  ended  30  June  2017  has  been  corrected  per  the  note  below 

The  correction  of  the  error(s)  results  in  adjustments  as  follows: 
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40.  Prior  period  errors  (continued) 

Statement  of  financial  position 

Cash  and  cash  equivalents 

Receivables  from  non-exchange  transactions 

Investment  Property 

Land 

Opening  Accumulated  Surplus  or  Deficit 

Statement  of  financial  performance 
Depreciation  expense 

Cash  flow  statement 

Cash  and  cash  equivalents  at  the  end  of  the  year 
Cash  and  cash  equivalents  at  the  beginning  of  the  year 

41.  Comparative  figures 


(5  715  430) 
5  715  430 
37  075 
45  009  732 
(45  009  732) 


(37  075) 


(5  715  430) 


Certain  comparative  figures  have  been  reclassified. 

SriSs-SSt-'sa; 

s,ate",ent  Rnancw  perfonnan“ in  •»*»  «-• 

The  effects  of  the  reclassifications  are  as  follows; 


Buildings 

Infrastructure 

Other  property,  plant  and  equipment 

Electrical  infrastructure 

Road  infrastructure 

Solid  waste  infrastructure 

Machinery  and  equipment 

Furniture  and  officc  equipment 

Transport  assets 

Computer  equipment 

Community  assets 

Other  assets 

General  Expenses 


Previously 

After 

Reported 

Reclassification 

76  813  637 

_ 

112  618  268 

12  778  258 

_ 

- 

42  250  404 

- 

70  137  133 

- 

160  943 

- 

2  916  690 

- 

435  670 

- 

8  945  762 

- 

318  324 

- 

63  301  548 

- 

13  743  689 

68  949  680 

77  443  371 

271  159  843 

279  653  534 
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42.  Risk  management 
Financial  risk  management 

The  municipality’s  activities  expose  it  to  a  variety  of  financial  risks:  market  risk  (including  currency  risk,  fair  value  interest 
rate  risk,  cash  flow  interest  rate  risk  and  price  risk),  credit  risk  and  liquidity  risk. 

The  municipality’s  overall  risk  management  program  focuses  on  the  unpredictability  of  financial  markets  and  seeks  to 
minimise  potential  adverse  effects  on  the  municipality’s  financial  performance.  Risk  management  is  carried  out  by  a  central 
treasury  department  (entity  treasury)  under  policies  approved  by  the  accounting  officer.  The  accounting  officer  provides 
written  principles  for  overall  risk  management 

Liquidity  risk 

The  municipality's  risk  to  liquidity  is  a  result  of  the  funds  available  to  cover  future  commitments.  The  municipality  manages 
liquidity  risk  through  an  ongoing  review  of  future  commitments  and  credit  facilities. 

Cash  fiow  forecasts  are  prepared  and  adequate  utilised  borrowing  facilities  are  monitored. 

Financial  liabilities  exposed  to  credit  risk  at  year  end  are  as  follows: 

Financial  Liabilities  24  853  301  13  330  252 


Credit  risk 

Credit  risk  consists  mainly  of  cash  deposits,  cash  equivalents,  derivative  financial  instruments  and  trade  debtors.  The 
municipality  only  deposits  cash  with  major  banks  with  high  quality  credit  standing  and  limits  exposure  to  any  one  counter- 
party. 

Trade  receivables  comprise  a  widespread  customer  base.  Management  evaluated  credit  risk  reiating  to  customers  on  an 
ongoing  basis. 

Cash  and  cash  equivalents  3  680  200  20  281  935 

Trade  and  other  receivables  5  573  090  4  283  288 

9  253  290  24  565  223 


43.  Going  concern 

The  annual  financial  statements  have  been  prepared  on  the  basis  of  accounting  poiicies  applicable  to  a  going  concern.  This 
basis  presumes  that  funds  will  be  available  to  finance  future  operations  and  that  the  realisation  of  assets  and  settlement  of 
iiabilities,  contingent  obligations  and  commitments  will  occur  in  the  ordinary  course  of  business. 

44.  Unauthorised  expenditure 


Opening  balance 

31  620  916 

31  620  916 

Add:  Unauthorised  Expenditure  -  current  year 

1  508  905 

33  129  821 

31  620  916 

45.  Fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure 

56  504 

42  222 

Fruitless  and  wasteful  expenditure  comprises  of  interest  on  an  overdue  accounts  (R17  665.22),  Traffic  fines  on  hired 
vehicles  (R8  538.93),  No  show  charges  for  accommodation  reservations  (R3  566.76)  and  cancellations  for  booked 
accommodation  (R26  733.17). 
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2018  2017 


46.  Irregular  expenditure 


Opening  balance 

Add:  Irregular  Expenditure  -  current  year 


Analysis  of  expenditure  awaiting  condonation  per  age  classification 


Current  year 
Prior  years 


Details  of  irregular  expenditure  -  current  year 

Dolphin  Coast  Waste 

Fidelity  Cash  Solutions 

Induna  Logistics 

Indwe  Risk  Services 

Konica  Minolta  Zululand 

Mfezi  Security 

TMT  Services 

Muffler  &  Towbar 

Chico  Man  Trading 

Buthelezi  Mtshai  Mzulwini  Attorneys 

Jabulani  Teressa  Construction 

Silo  Group  Holdings 

Ethala  Construction 

Somkhanda  Plant  Hire 


nraeprikiw  a  e  - - uy  a  uiu  uuiumiu^  commniee  con 

prescribed  4  Semor  managers  as  per  MFMA  guidelines. 

47.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 

Contributions  to  organised  local  government 

Current  year  subscription  /  fee 
Amount  paid  -  current  year 

Electricity  distribution  losses 

Units  iost  (KiloWatts) 

Units  lost  (Selling  price) 

Units  lost  (Purchase  price) 

Units  lost  (Percentage 


74  31 1  830 

64  235  306 

18  944  247 

10  076  524 

93  256  077 

74  311  830 

18  944  247 

10  076  524 

74  31 1  830 

64  235  306 

93  256  077 

74  311  830 

321  445 

81  783 

6  784  586 

454  059 

282  875 

1  797  550 

1  192  454 

14  946 

975  000 

787  137 

300  001 

701  848 

2  221  622 

3  028  944 

18  944  250 

t  Senior  managers  instead  of  the 

483  547 

418  248 

(483  547) 

(418  248) 

2  240  730 

2  284  409 

2  968  337 

3  194  874 

1  921  840 

1  647  198 

12,82% 

13.46% 

2  379  248 

1  737  345 

(2  379  248) 

(1  737  345) 

Audit  fees 

Current  year  subscription  /  fee 
Amount  paid  -  current  year 
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Figures  in  Rand 

2018 

2017 

47.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued) 

PAYE  and  UIF 

Current  year  subscription  /  fee 

7  391  027 

6  141  429 

Amount  paid  -  current  year 

(7  391  027) 

(6  141  429) 

Pension  and  Medical  Aid  Deductions 

Current  year  subscription  /  fee 

9  833  410 

7  730  700 

Amount  paid  -  current  year 

(9  833  410) 

(7  730  700) 

VAT 

VAT  receivable 

3  803  731 

3  439  364 

All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year. 

48.  Deviation  from  supply  chain  management  regulations 

Deviations  current  year  (Regulation  36) 

7  263  567 

6  492  782 

Deviations  current  year  (Regulation  32) 

4  303  517 

11  567  084 

6  492  782 

49.  Other  revenue 

Other  income  -  (rollup) 

1  065  676 

3  980  294 

50.  Events  after  the  reporting  date 

The  Chief  Financia!  Officer  resigned  effective  30  June  2018.  Council  subscquently  appointed  an  acting  CFO  on  1  July 
2018. 

51 .  Budget  differences 

Material  differences  between  budget  and  actual  amounts 
A  -  Service  Charges 

A  negative  variance  of  7%  below  the  budget  between  final  budget  of  service  charges  and  the  actual  revenue  from  service 
charges  resulted  from  the  facl  that  there  was  a  reduction  in  eiectridty  consumption.  Residents  and  businesses  consumed 
less  electricity  than  anticipated. 

B  -  Rental  of  facilities  and  equipment 

The  variance  between  actua!  and  budget  of  10%  below  the  budget  for  rental  of  facilities  was  due  to  the  fact  that  some 
facilities  were  not  utilised  as  anticipated  by  the  municipality. 


C  -  Licences  and  permits 

The  variance  between  actual  and  the  final  budget  of  38%  below  the  budget  for  licenses  and  permits  was  due  to  the  fact  that 
the  municipality  did  not  manage  to  issue  as  much  of  licences  and  permits  as  targeted.  This  is  beyond  the  control  of  the 
municipality  as  licences  and  permits  depend  on  how  many  people  needed  them  during  the  financial  year. 
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51.  Budget  differences  (continued) 

D  -  Interest  received  -  investments 

The  variance  between  the  budget  and  actual  of  60%  below  the  budgeted  amount  was  caused  by  the  reduction  in 
investments  to  fund  the  adjustments  budget  for  2017/18  financial  year. 

E  -  Property  rates  -  penalties  imposed 

The  large  vanance  of  above  budget  is  caused  by  the  municipality’s  expectations  that  not  a  huge  number  of  customers 
S  ofproperty  ra°estime  b6™6  'S  Very  '°W  comPared  to  the  actual  a™unt  recognised.  This  was  budgeted  as 

F  -  Government  Grants  and  Subsidies 

The  positive  variance  between  the  budget  and  actual  on  government  grants  and  subsidies  was  a  result  of  an  additional  R  6 

,fT  C°gta  f0r  Municipal  lnfraetructura  grant  (MIG).  The  additional  allocation  was  S  ?o  be 
mumcipality  due  to  its  good  performance  on  the  expenditure  of  MIG  in  the  current  year  2017/18. 

G  -  Fines,  penalties  and  forfeits 

LTflS  °I587°  bei0W  the  budget  was  caused  by  that  the  municipality  initial  had  a  contract  with  TMT  company 

that  assisted  with  traffic  fine  management.  This  contract  expired  at  the  end  of  November  2017  and  thereby  reducinq  the 
mumcipal  capacity  to  raise  and  collect  monies  for  traffic  violations.  y  n9  tne 

H  -  Employee  related  costs 

tha^  were  not  fnied'during'Sie  y^r emP'0yee  r6'ated  “S'  *“  Cau5ed  by  ,he  ■“'"«•  ™de  °"  ,be  '°"d°d  P°*'* 

I  -  Depreciation  and  amortisation 

The  large  variance  of  above  the  budget  was  caused  by  that  the  municipality  after  planning  to  dispose  a  number  of  assets 
but  eventually  not  all I  of  them  were  disposed  hence  the  depreciation  for  the  year  became  very  high.  And  also  more  capital 
projects  were  finished  dunng  the  year  than  anticipated.  ^ 

J  -  Bulk  purchases 

Ihe  var!ance  of  U%  bel°w the  bud9et  of  service  charges  and  the  actual  resulted  from  the  fact  that  there  was  a  reduction  in 

SSte^uTkTuKse^ SchT  ^  "nS“med  a",idPa,ed  hen“  'he  mUnidpS"ty 

K  -  Contracted  services 


The  lerge  vanance  between  the  budget  and  actual  was  largely  caused  by  the  introduction  of  regulation  on  municipal 
comractedo^rnot  aCC°UntS  (mSC0A)  which  required  a  further  classification  in  terms  of  whether  the  goods  and  services  are 


L  -  General  expenses 


The  large  variance  between  the  budget  and  actual  was 
standard  chart  of  accounts  (mSCOA).  Other  expenditure 
relevant  expenditure  categories. 


largely  caused  by  the  introduction  of  regulation  on  municipal 
line  items  such  as  “grant  expenditure”  were  split  amongst  the 
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